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3DSHU IRU 2[IRUG (FRQRPLF 3ROLF\ 5HYLHZ ı2FWREHU ￿￿￿￿￿
￿, DP JUDWHIXO WR /DUV (UQVlWHUæ 1LOV +RIYDQGHU DQG .HUVWLQ -RKDQVVRQ DW WKH 1DWLRQDO
,QVWLWXWH RI (FRQRPLF 5HVHDUFK IRU ZRUN RQ WKH VLPXODWLRQVæ WR 0DUFXV 6DORPRQVVRQ
IRU UHVHDUFK DVVLVWDQFHæ WR .DULQ 3HUVVRQ IRU VHFUHWDULDO ZRUNæ DQG WR &KULVWRSKHU
$OOVRSSæ -DQ %U|PVæ 1LOV *RWWIULHVæ -DQ +HULQæ /XLVD /DPEHUWLQLæ -DQ￿(ULN 1\EHUJæ
7RUVWHQ 3HUVVRQæ /DUV 6YHQVVRQæ *LVHOD :DLVPDQæ /HQD :HVWHUOXQGæ 0LFKDHO
:RRGIRUG DQG DQ DQRQ\PRXV UHIHUHH IRU FRPPHQWV￿ $JQHWD &DUOHVRQ DW WKH 6ZHGLVK
&RQIHGHUDWLRQ RI /DERXUæ -DQ +HULQ DQG $QGHUV 5\GHPDQ DW WKH 6ZHGLVK (PSOR\HUV'
)HGHUDWLRQæ &KULVWLQD 1RUGK %HUQWVVRQ DW 6YHULJHV 5LNVEDQNæ DQG -HQQ\ 1RUGJUHQ DW
WKH 0LQLVWU\ RI )LQDQFH SURYLGHG PH ZLWK KHOSIXO PDWHULDO￿￿
7KH LQVWLWXWLRQV RI WKH (08 KDYH EHHQ GHVLJQHG SULPDULO\ WR JXDUDQWHH SULFH VWDELOLW\￿
7KH SHUFHLYHG VXFFHVV RI WKH PRQHWDU\ XQLRQ ZLOO GHSHQG RQ ZKHWKHU ORZ LQIODWLRQ LV
DFWXDOO\ DFKLHYHG￿ %XW LW ZLOO DOVR GHSHQG RQ ZKHWKHU WKH FRPPRQ FXUUHQF\ SURYHV
FRPSDWLEOH ZLWK KLJK DQG VWDEOH HPSOR\PHQW￿ 7KH IRFXV KHUH LV RQ WKLV LVVXH￿
7KHUH H[LVWV D YDVW OLWHUDWXUH RQ WKH FRQVHTXHQFHV IRU RXWSXW DQG HPSOR\PHQW
VWDELOLVDWLRQ RI JLYLQJ XS PRQHWDU\ SROLF\ LQGHSHQGHQFH￿ 7KH NH\ TXHVWLRQ WKHUH LV WKH
QHHG DQG WKH SRVVLELOLWLHV WR VXEVWLWXWH RWKHU DGMXVWPHQW PHFKDQLVPV IRU GRPHVWLF
PRQHWDU\ DQG H[FKDQJH￿UDWH SROLF\￿ $ PXFK OHVV UHVHDUFKHG LVVXH LV KRZ PRQHWDU\
XQLILFDWLRQ LV OLNHO\ WR DIIHFW WKH DYHUDJH UDWH RI XQHPSOR\PHQW RYHU WKH EXVLQHVV
F\FOH￿
0\ DLP LV QRW WR VXPPDULVH H[LVWLQJ UHVHDUFK￿ ,QVWHDGæ , VKDOO IRFXV RQ VRPH DVSHFWV
WKDW KDYH UHFHLYHG LQVXIILFLHQW DWWHQWLRQæ RU ZKHUH , GLVDJUHH ZLWK WKH FRQYHQWLRQDO
ZLVGRP￿
7R DQDO\VH WKH FRVWV RI UHOLQTXLVKLQJ PRQHWDU\ SROLF\ DXWRQRP\æ LW LV QHFHVVDU\ ILUVW WR
DVN KRZ ODUJH WKH DFWXDO SRVVLELOLWLHV RI SXUVXLQJ DQ LQGHSHQGHQW PRQHWDU\ SROLF\ ZLOO
EH IRU WKH (8 FRXQWULHV WKDW ￿ DW OHDVW IRU VRPH WLPH ￿ VWD\ RXWVLGH WKH (08 ıWKH RXWV￿￿
6HFWLRQ ￿ GLVFXVVHV ERWK WKH FRPSDWLELOLW\ RI H[FKDQJH￿UDWH FKDQJHV ZLWK DQ LQIODWLRQ
WDUJHW RI WKH W\SH DGRSWHG E\ WKH 8. DQG 6ZHGHQæ DQG WKH H[WHUQDO FRQVWUDLQWV WKDW
PD\ DULVH IURP D GHVLUH WR OLPLW H[FKDQJH￿UDWH IOXFWXDWLRQV ZLWKLQ WKH (8￿ 7KH
FRQFOXVLRQ LV WKDW PRQHWDU\ SROLF\ ZLOO EH FRQVWUDLQHGæ EXW WKDW WKHUH ZLOO VWLOO EH
FRQVLGHUDEOH URRP IRU H[FKDQJH￿UDWH FKDQJHV LQ WKH FDVH RI FRXQWU\￿VSHFLILF GHPDQG
VKRFNV￿
6HFWLRQ º UHODWHV WR WKH GLVFXVVLRQ RI ZKHWKHU ILVFDO SROLF\ FDQ VXEVWLWXWH IRU PRQHWDU\
SROLF\ LQ WKH (08￿ 7KLV GLVFXVVLRQ KDV DOPRVW H[FOXVLYHO\ IRFXVHG RQ WR ZKLFK H[WHQW
WKH EXGJHW￿GHILFLW UXOHV LQ WKH (08 PD\ UHVWULFW WKH SRVVLELOLWLHV WR DIIHFW WKH OHYHO RI
DJJUHJDWH H[SHQGLWXUH￿ 7KLV VHFWLRQ SRLQWV RXW WKDW YDULDWLRQV LQ SD\UROO WD[HV
ıPDWFKHG E\ RWKHU WD[ RU E\ JRYHUQPHQW￿H[SHQGLWXUH FKDQJHV￿ PD\ EH XVHG IRU
H[SHQGLWXUH￿VZLWFKLQJ SXUSRVHV DV D GLUHFW VXEVWLWXWH IRU H[FKDQJH￿UDWH IOH[LELOLW\￿º
6XFK D SROLF\ QHHG QRW LQWHUIHUH ZLWK WKH GHILFLW UXOHVæ EXW LW LV OLNHO\ WR EH RQO\ DQ
LPSHUIHFW VXEVWLWXWH IRU QRPLQDO H[FKDQJH￿UDWH FKDQJHV￿
7KH ODVW WZR VHFWLRQV DQDO\VH WKH SUREDEOH HIIHFWV RI PRQHWDU\ XQLRQ RQ ODERXU￿PDUNHW
IOH[LELOLW\￿ 7KH VWDUWLQJ SRLQW LV WKDW PXFK RI WKH GLVFXVVLRQ GRHV QRW GLVWLQJXLVK
SURSHUO\ EHWZHHQ HIIHFWV RQ WKH YDULDELOLW\ RI HPSOR\PHQW DQG HIIHFWV RQ WKH DYHUDJH
OHYHO RI HPSOR\PHQW￿ 6HFWLRQ Œ DQDO\VHV ZKHWKHU LQFUHDVHG PRQH\￿ZDJH IOH[LELOLW\ FDQ
EH H[SHFWHG WR EH D JRRG VXEVWLWXWH IRU H[FKDQJH￿UDWH IOH[LELOLW\ DV D PHDQV RI
UHGXFLQJ RXWSXW DQG HPSOR\PHQW YDULDWLRQV￿ 7KH XSVKRW LV WKDW (08 PHPEHUVKLS LV
OLNHO\ WR PDNH PRQH\ ZDJHV PRUH IOH[LEOHæ EXW WKDW WKH TXDQWLWDWLYH LPSDFW PD\ YHU\
ZHOO EH VPDOO￿
6HFWLRQ Ø DQDO\VHV LQVWHDG ZKHWKHU WKH (08 LV OLNHO\ WR VWUHQJWKHQ WKH SROLWLFDO
LQFHQWLYHV IRU ODERXU￿PDUNHW UHIRUP WR UHGXFH VWUXFWXUDO ıHTXLOLEULXP￿ XQHPSOR\PHQW￿
7KH FRPPRQ DUJXPHQW WKDW HOLPLQDWLQJ WKH H[FKDQJH￿UDWH RSWLRQ LV ERXQG WR LQFUHDVH
SUHVVXUH IRU VXFK UHIRUPæ EHFDXVH LW LV PDGH FOHDU WKDW WKHUH H[LVWV QR DOWHUQDWLYHæ LV
UHMHFWHG￿ 0RUH ORJLFDOO\ FRQVLVWHQW DUJXPHQWV JR LQ GLIIHUHQW GLUHFWLRQV￿ 2Q WKH RQH
KDQGæ WKH LQFHQWLYH WR UHGXFH VWUXFWXUDO XQHPSOR\PHQW PLJKW EH VWURQJHU RXWVLGH WKDQ
LQVLGH WKH (08æ LI WKHUH LV D GHVLUH WR UHGXFH WKH WHPSWDWLRQ WR LQIODWH DQG LI DQ
DFFRPPRGDWLQJ PRQHWDU\ SROLF\ FDQ VSHHG XS WKH UHVSRQVH RI HPSOR\PHQW WR UHIRUP￿
%XW RQ WKH RWKHU KDQGæ WKHUH PD\ H[LVW D SUHFDXWLRQDU\ PRWLYH IRU PRUH ODERXU￿PDUNHW
UHIRUP LQVLGH WKH (08￿
￿￿ 7KH VFRSH IRU H[FKDQJH￿UDWH FKDQJHV RXWVLGH WKH (08
,W LV ZHOO￿NQRZQ WKDW WKH FRQVHTXHQFHV RI D FRPPRQ FXUUHQF\ IRU WKH SRVVLELOLWLHV WR
VWDELOLVH WKH HFRQRP\ GHSHQGV RQ WKH W\SH RI PDFURHFRQRPLF VKRFNV ıVHHæ H￿J￿æ
&DOPIRUV HW DO￿æ ￿￿￿￿￿ -DQVVRQæ ￿￿￿￿￿ RU 0pOLW]æ ￿￿￿￿￿￿ $ GLVWXUEDQFH LQ ILQDQFLDO
PDUNHWV LV OLNHO\ WR EH WUDQVPLWWHG WR RXWSXW DQG HPSOR\PHQW E\ D IORDWLQJ H[FKDQJH
UDWH￿ $ PRQHWDU\ XQLRQ ZRXOG FXW RII WKLV OLQN WR SURGXFW DQG IDFWRU PDUNHWV￿
7KH VWDELOLVDWLRQ￿SROLF\ FRVW RI D FRPPRQ FXUUHQF\ DULVHVæ EHFDXVH GRPHVWLF PRQHWDU\
SROLF\ FDQ QR ORQJHU EH XVHG WR VWDELOLVH UHDO VKRFNV WKDW DUH DV\PPHWULFæ L￿H￿æ VKRFNV
LQ SURGXFW DQG IDFWRU PDUNHWV WKDW DUH VSHFLILF WR D FRXQWU\￿ $ ODUJH HPSLULFDO OLWHUDWXUHŒ
KDV WULHG WR DVVHVV WKH LPSRUWDQFH RI VXFK VKRFNV￿ 5HVXOWV YDU\æ EXW WKHUH LV D VWURQJ
SUHVXPSWLRQ WKDW VXFK DV\PPHWULF VKRFNV KDYH EHHQ LPSRUWDQW LQ WKH SDVWæ HVSHFLDOO\
IRU VRPH FRXQWULHVæ OLNH WKH 8.æ 6ZHGHQ DQG ’HQPDUNæ ZKLFK KDYH DOO FKRVHQ WR QRW
MRLQ WKH (08 LQ WKH ILUVW ZDYH ıH￿J￿æ %D\RXPL ￿ (LFKHQJUHHQæ ￿￿￿Œ￿ +DVVOHUæ ￿￿￿￿￿
-DQVVRQæ ￿￿￿￿￿￿
+RZHYHUæ WKHUH LV ODUJH XQFHUWDLQW\ RQ ZKLFK JXLGH WKH KLVWRULFDO SDWWHUQV JLYH IRU WKH
IXWXUH￿ 7KH HDUOLHU IUHHGRP RI FRXQWULHV WR SXUVXH LQGHSHQGHQW PRQHWDU\ SROLFLHV DQG
ODFN RI FRQVWUDLQWV RQ ILVFDO SROLF\ PD\ KDYH JLYHQ ULVH WR SROLF\ VKRFNV WKDW ZLOO QRW
RFFXU LQ WKH (08￿
￿ 7KHUH LV DOVR DQ RQJRLQJ GLVFXVVLRQ RQ ZKHWKHU RU QRW QRPLQDO
H[FKDQJH￿UDWH FKDQJHV LQ GHUHJXODWHG ILQDQFLDO PDUNHWV PRYH LQ DQ HTXLOLEUDWLQJ
IDVKLRQ LQ WKH FDVH RI DV\PPHWULF VKRFNV￿
º
, VKDOO QRW WU\ WR HYDOXDWH WKH OLWHUDWXUH , KDYH UHIHUUHG WR￿ ,QVWHDGæ , VKDOO IRFXV RQ WKH
WZR PRUH QDUURZ TXHVWLRQV RI WR ZKLFK H[WHQW RXWSXW￿VWDELOLVLQJ H[FKDQJH￿UDWH
FKDQJHV EHWZHHQ WKH FXUUHQFLHV RI WKH RXWV DQG WKH HXUR LQ UHVSRQVH WR DV\PPHWULF
VKRFNV LQ JRRGV DQG IDFWRU PDUNHWV DUH FRPSDWLEOH ZLWK ı￿￿ WKH LQWHUQDO FRQVWUDLQW WKDW
IROORZV IURP WKH DGRSWLRQ RI D GRPHVWLF LQIODWLRQ WDUJHWæ DQG ıº￿ WKH H[WHUQDO
FRQVWUDLQW WKDW PD\ DULVH IURP JHQHUDO SUHVVXUHV IRU H[FKDQJH￿UDWH VWDELOLW\ ZLWKLQ WKH
(8￿ 7KH UHDVRQ IRU WKLV IRFXV LV WKDW LW LV RIWHQ PDLQWDLQHG WKDW PRQHWDU\ SROLF\ PXVW
EH WKH VDPH RXWVLGH DV LQVLGH WKH (08￿
￿￿￿ ([FKDQJH￿UDWH FKDQJHV DQG LQIODWLRQ WDUJHWV
%RWK WKH 8. DQG 6ZHGHQ KDYH UHFHQWO\ VKLIWHG WR D PRQHWDU\ SROLF\ UHJLPH RI
LQIODWLRQ WDUJHWLQJ RI WKH VDPH W\SH DV ZDV HDUOLHU DGRSWHG LQæ IRU H[DPSOHæ 1HZ
=HDODQG￿ 7KLV LQYROYHV VHWWLQJ D TXDQWLWDWLYH LQIODWLRQ WDUJHW IRU WKH &3, ıº￿Ł SHU FHQW
LQ WKH 8.æ º SHU FHQW LQ 6ZHGHQ￿æ ZKLFK PRQHWDU\ SROLF\ VHHNV WR DFKLHYH￿
5HDO VKRFNV FDQ EH HLWKHU GHPDQG RU VXSSO\ VKRFNV￿ ,W LV REYLRXV WKDW DQ LQIODWLRQ￿
WDUJHW UHJLPH UHSUHVHQWV D VHYHUH FRQVWUDLQW RQ WKH XVH RI PRQHWDU\ SROLF\ WR VWDELOLVH
RXWSXW LQ WKH FDVH RI DQ DGYHUVH VXSSO\ VKRFN ıIRU H[DPSOHæ D ZDJH KLNH￿￿ ,I WKH FHQWUDO
￿ 6HHæ H￿J￿æ (UNHO￿5RXVVH ￿ 0pOLW] ı￿￿￿Ł￿æ )DWiV ı￿￿￿￿￿ DQG 7KRPDV ı￿￿￿￿￿￿
º 6HHæ H￿J￿æ 6WRFNPDQ ı￿￿￿￿￿æ &ODULGD ￿ *DOL ı￿￿￿Ø￿æ &DQ]RQHUL HW DO￿ ı￿￿￿￿￿ DQG 7KRPDV ı￿￿￿￿￿￿Ø
EDQN WULHV WR VWDELOLVH LQIODWLRQ DURXQG WKH WDUJHWæ LQWHUHVW UDWHV KDYH WR EH UDLVHG￿ 7KLV
DJJUDYDWHV WKH IDOO LQ RXWSXW￿ ,W FDQ RQO\ EH VWDELOLVHG WR WKH H[WHQW WKDW LQIODWLRQ LV
DOORZHG WR ULVH WHPSRUDULO\￿
, VKDOO IRFXV KHUH RQ GHPDQG VKRFNVæ ZKHUH WKH FRQFOXVLRQV DUH VRPHZKDW OHVV
REYLRXV￿ 6XFK VKRFNV DUH FOHDUO\ RI LQWHUHVWæ DV WKHUH DUH VHYHUDO UHFHQW (XURSHDQ
H[DPSOHV RI WKHPæ ZKHUH H[FKDQJH￿UDWH FKDQJHV VHHP WR KDYH IXOILOOHG DQ LQVXUDQFH
IXQFWLRQ ı&DOPIRUV HW DO￿æ ￿￿￿￿￿ 0pOLW]æ ￿￿￿￿￿￿ 2QH FDVH LV WKH GHHS UHFHVVLRQ LQ
6ZHGHQ LQ ￿￿￿￿￿￿Øæ ZKLFK IROORZHG IURP D ODUJH UHGXFWLRQ RI GRPHVWLF GHPDQG
DVVRFLDWHG PDLQO\ ZLWK D VWURQJ ULVH LQ WKH VDYLQJV UDWH￿ $QRWKHU H[DPSOH RI D
GUDPDWLF DGYHUVH GHPDQG VKRFN LV )LQODQG DW WKH VDPH WLPHæ ZKHUH WKH PDLQ LPSXOVH
FDPH LQVWHDG IURP WKH IDOO LQ H[SRUWV WR WKH 6RYLHW 8QLRQ￿ *HUPDQ\ LQ WKH ZDNH RI UH￿
XQLILFDWLRQ LQ WKH HDUO\ ￿￿￿￿V LV LQVWHDG D FOHDU H[DPSOH RI D SRVLWLYH GHPDQG VKRFN￿
7KH QRUPDO ZD\ RI YLHZLQJ PRQHWDU\ DQG H[FKDQJH￿UDWH SROLF\ LQ WKH FDVH RI GHPDQG
VKRFNV LV DV D VXEVWLWXWH IRU QRPLQDO SULFH DQG ZDJH IOH[LELOLW\￿ ,I WKHUH LV D IDOO LQ
GRPHVWLF UHODWLYH WR IRUHLJQ GHPDQGæ DQG SULFHV DQG ZDJHV DUH SHUIHFWO\ IOH[LEOHæ D
VWDELOLVLQJ GHSUHFLDWLRQ RI WKH UHDO H[FKDQJH UDWH ıD IDOO LQ WKH UHODWLYH SULFH RI
GRPHVWLF RXWSXW UHODWLYH WR IRUHLJQ RXWSXW￿ FDQ FRPH DERXW WKURXJK D UHGXFWLRQ RI WKH
GRPHVWLF SULFH OHYHO UHODWLYH WR WKH IRUHLJQ RQH￿ %XW LI QRPLQDO SULFHV DQG ZDJHV DUH
ULJLGæ D UHDO H[FKDQJH￿UDWH DGMXVWPHQW PXVW LQVWHDG EH DFFRPSOLVKHG WKURXJK D
QRPLQDO H[FKDQJH￿UDWH GHSUHFLDWLRQ￿ +RZHYHUæ LQ DQ LQIODWLRQ￿WDUJHW UHJLPH WKHUH ZLOO
EH OLPLWV RQ WR ZKLFK H[WHQW QRPLQDO H[FKDQJH￿UDWH FKDQJHV FDQ EH D VXEVWLWXWH IRU
QRPLQDO SULFH DQG ZDJH IOH[LELOLW\￿
$VVXPH ILUVW WKDW LW LV SRVVLEOH WR SXUVXH PRQHWDU\ SROLF\ LQ VXFK D ZD\ WKDW WKH
LQIODWLRQ WDUJHW IRU WKH &3, LV DOZD\V PHW ıVWULFW LQIODWLRQ WDUJHWLQJ￿￿ ,W LV ZHOO NQRZQ
WKDW LQWHUHVW￿UDWH FKDQJHV FDQ DIIHFW WKH UDWH RI SULFH FKDQJH IRU GRPHVWLF JRRGV RQO\
ZLWK D FRQVLGHUDEOH WLPH ODJ ıH￿J￿æ 6YHQVVRQæ ￿￿￿￿￿￿ %XW WR WKH H[WHQW WKDW PRQHWDU\
SROLF\ LQIOXHQFHV WKH H[FKDQJH UDWHæ WKHUH LV D GLUHFW FKDQQHO RI LQIOXHQFH RQ &3,
LQIODWLRQ YLD LPSRUW SULFHV DOUHDG\ LQ WKH VKRUW UXQ￿Ł
&RQVLGHU DQ LQLWLDO VLWXDWLRQ LQ ZKLFK WKH H[FKDQJH UDWH LV VWDEOH ıEHFDXVH WKH UDWHV RI
SULFH FKDQJH IRU ERWK GRPHVWLF DQG IRUHLJQ RXWSXW FRLQFLGH ZLWK WKH GRPHVWLF LQIODWLRQ
WDUJHW￿￿ 2EYLRXVO\æ LI WKHUH LV QR IDOO LQ WKH UDWH RI SULFH LQFUHDVH IRU GRPHVWLF JRRGVæ LW
ZRXOG QRW EH SRVVLEOH WR FRXQWHU D UHFHVVLRQDU\ GHPDQG VKRFN E\ LQWHUHVW￿UDWH FXWV
OHDGLQJ WR DQ H[FKDQJH￿UDWH GHSUHFLDWLRQª EHFDXVH &3, LQIODWLRQ LV D ZHLJKWHG DYHUDJH
RI SULFH LQFUHDVHV IRU GRPHVWLF JRRGV DQG SULFH LQFUHDVHV IRU LPSRUWHG JRRGVæ WKH
UHVXOWLQJ LPSRUW SULFH LQFUHDVHV ZRXOG FDXVH FRQVXPHU SULFH LQFUHDVHV WR RYHUVKRRW
WKH LQIODWLRQ WDUJHW￿
7KH XSVKRW LV WKDW QRPLQDO SULFH DQG ZDJH IOH[LELOLW\ LV D SUHFRQGLWLRQ IRU UHDO
H[FKDQJH￿UDWH FKDQJHV XQGHU VWULFW LQIODWLRQ WDUJHWLQJª QRPLQDO IOH[LELOLW\ DQG
H[FKDQJH￿UDWH IOH[LELOLW\ DUH LQ WKLV FDVH EHVW VHHQ DV FRPSOHPHQWV ı&DOPIRUV HW DO￿æ
￿￿￿￿￿￿ 8QOHVV SULFH LQFUHDVHV IRU GRPHVWLF JRRGV IDOO LQ WKH FDVH RI DQ DGYHUVH
DV\PPHWULF VKRFNæ URRP LV FUHDWHG QHLWKHU IRU D QRPLQDO QRU IRU D UHDO H[FKDQJH￿UDWH
GHSUHFLDWLRQ￿ %XW DW WKH VDPH WLPHæ WKHUH LV D GRXEOH GLYLGHQG IURP SULFH IOH[LELOLW\æ
EHFDXVH HDFK UHGXFWLRQ LQ GRPHVWLF SULFH LQFUHDVHV SHUPLWV DOVR D QRPLQDO H[FKDQJH￿
UDWH GHSUHFLDWLRQ WKDW PDJQLILHV WKH UHDO H[FKDQJH￿UDWH GHSUHFLDWLRQª LI WKHUH LV IXOO
SDVV￿WKURXJK RI H[FKDQJH￿UDWH FKDQJHV WR LPSRUW SULFHVæ WKH UHDO H[FKDQJH￿UDWH
GHSUHFDWLRQ EHFRPHV HTXDO WR WKH UHGXFWLRQ LQ WKH UDWH RI SULFH LQFUHDVH IRU GRPHVWLF
RXWSXW GLYLGHG E\ WKH ZHLJKW RI LPSRUWV LQ WKH &3,￿
7KH DERYH UHDVRQLQJ SUHVXSSRVHV WKDW WKH FHQWUDO EDQN KROGV LQIODWLRQ FRQVWDQW DW
HYHU\ SRLQW RI WLPH￿ 7KLV LV QRW OLNHO\ WR EH UHDOLVWLF￿ 2QH UHDVRQ LV WKDW WKH FHQWUDO
EDQN ZLOO SUREDEO\ PDNH D IOH[LEOH LQWHUSUHWDWLRQ RI WKH LQIODWLRQ WDUJHW LQ WKH FDVH RI D
PDMRU VKRFN ıVHHæ H￿J￿æ 6YHQVVRQæ ￿￿￿￿￿￿ 6RPH OHHZD\ LV SURYLGHG E\ WKH SUDFWLFH WR
GHILQH D WROHUDQFH PDUJLQ DURXQG WKH LQIODWLRQ WDUJHW￿ %RWK WKH 8. DQG 6ZHGHQ DOORZ
IRU VXFK D PDUJLQ RI ß￿ SHU FHQW DURXQG WKH WDUJHW￿ $QG D PDMRU VKRFN FRXOG PRWLYDWH
DW OHDVW VRPH WHPSRUDU\ GHYLDWLRQ IURP WKH VSHFLILHG LQWHUYDO￿ %RWK WKH 8. DQG 1HZ
=HDODQG KDYH H[SOLFLW SURYLVLRQV WKDW FDQ EH LQWHUSUHWHG LQ WKLV ZD\￿ 7R WKH H[WHQW WKDW
LQIODWLRQ LV DOORZHG WR ULVH LQ WKH FDVH RI DQ DGYHUVH DV\PPHWULF GHPDQG VKRFNæ WKH
VFRSH IRU QRPLQDO DQG UHDO H[FKDQJH￿UDWH FKDQJHV DUHæ RI FRXUVHæ ZLGHQHG￿￿
6LPSOH UXOH￿RI￿WKXPE FDOFXODWLRQV ZRXOG VHHP WR VXJJHVW WKDW WKH PDJQLWXGHV RI
QRPLQDO DQG UHDO H[FKDQJH￿UDWH FKDQJHV WKDW DUH FRPSDWLEOH ZLWK DQ LQIODWLRQ￿WDUJHW
UHJLPH DUH IDLUO\ ODUJH￿ $VVXPHæ IRU H[DPSOHæ WKDW WKH ZHLJKW RI LPSRUWV LQ WKH &3, LV
￿￿ºŁæ DQG WKDW WKHUH LV IXOO SDVV￿WKURXJK RI H[FKDQJH￿UDWH FKDQJHV RQ WR LPSRUW SULFHV￿
7KHQæ IRU H[DPSOHæ D IDOO LQ WKH UDWH RI SULFH LQFUHDVH IRU GRPHVWLF JRRGV RI ￿￿Ł
SHUFHQWDJH SRLQWV ZRXOG DOORZ D UHDO H[FKDQJH￿UDWH GHSUHFLDWLRQ RI ￿ SHU FHQW ZLWKRXW
FKDQJLQJ WKH UDWH RI &3, LQIODWLRQ￿ ı7KH IDOO LQ GRPHVWLF SULFH LQFUHDVHV UHGXFHV &3,
JURZWK E\ ￿￿￿Ł [ ￿￿Ł  ￿￿￿ºŁ SHUFHQWDJH SRLQWV￿ 6R WKHUH LV URRP IRU WKH QRPLQDO
H[FKDQJH UDWH WR GHSUHFLDWH E\ Ø￿Ł SHU FHQWæ DV WKLV FUHDWHV XSZDUG SUHVVXUH RQ WKH &3,
RI ￿￿ºŁ [ Ø￿Ł  ￿￿￿ºŁ SHUFHQWDJH SRLQWVæ ZKLFK H[DFWO\ RIIVHWV WKH ORZHU SULFH
LQFUHDVHV IRU GRPHVWLF JRRGV￿ 7KH WRWDO UHDO H[FKDQJH￿UDWH GHSUHFLDWLRQ LV WKH VXP RI
WKH IDOO LQ WKH UDWH RI SULFH LQFUHDVH IRU GRPHVWLF JRRGV DQG WKH QRPLQDO GHSUHFLDWLRQ￿￿
,I LQVWHDGæ D WHPSRUDU\ LQFUHDVH LQ WKH UDWH RI &3, LQIODWLRQ E\ ￿￿Ł SHUFHQWDJH SRLQWV LV
DOORZHGæ DQG WKLV UHGXFHV WKH IDOO LQ WKH UDWH RI SULFH LQFUHDVH IRU GRPHVWLF JRRGV IURPæ
VD\æ ￿￿Ł WR ￿ SHU FHQWæ WKH QRPLQDO DQG UHDO H[FKDQJH￿UDWH GHSUHFLDWLRQV ZRXOG EH ￿
DQG ￿￿ SHU FHQWæ UHVSHFWLYHO\￿ ı7KH IDOO LQ WKH UDWH RI SULFH LQFUHDVH IRU GRPHVWLF RXWSXW
UHGXFHV &3, JURZWK E\ ￿￿￿Ł [ ￿  ￿￿￿Ł SHUFHQWDJH SRLQWV￿ $ ￿ SHU FHQW QRPLQDO
GHSUHFLDWLRQ LQFUHDVHV &3, JURZWK E\ ￿￿ºŁ [ ￿  º￿ºŁ SHUFHQWDJH SRLQWV￿ 7KH LQFUHDVH
LQ &3, JURZWK LV º￿ºŁ ￿ ￿￿￿Ł  ￿￿Ł SHUFHQWDJH SRLQWV￿ 7KH UHDO H[FKDQJH￿UDWH
GHSUHFLDWLRQ LV ￿ ￿ ￿  ￿￿ SHU FHQW￿￿
7R JHW D PRUH FRPSOHWH SLFWXUH RI WKH VWDELOLVDWLRQ UROH WKDW PRQHWDU\ SROLF\ FDQ SOD\
LQ DQ LQIODWLRQ￿WDUJHW UHJLPHæ D IXOO￿VFDOH PRGHO LV QHHGHG￿ .26026 LV VXFK D PRGHO
RI WKH 6ZHGLVK HFRQRP\æ ZKLFK LV XVHG E\ WKH 1DWLRQDO ,QVWLWXWH RI (FRQRPLF
5HVHDUFK ı.RQMXQNWXULQVWLWXWHW￿ IRU IRUHFDVWLQJ DQG SROLF\ VLPXODWLRQV ı-RKDQVVRQæ
￿￿￿￿￿￿ 7KH PRGHO KDV IDLUO\ VWDQGDUG .H\QHVLDQ FKDUDFWHULVWLFV LQ WKH VKRUW UXQ ZLWK
GHPDQG￿GHWHUPLQHG RXWSXW￿ 7KHUH LV D ORQJ￿UXQ /D\DUG￿1LFNHOO ZDJH￿VHWWLQJ
UHODWLRQVKLS EHWZHHQ WKH OHYHOV RI UHDO ZDJHV DQG XQHPSOR\PHQW ı/D\DUG HW DO￿æ ￿￿￿￿￿￿
,PSRUWDQW VKRUW￿WHUP IHDWXUHV DUH D VORZ UHVSRQVH RI PRQH\￿ZDJH LQFUHDVHV WR FKDQJHV
LQ LQIODWLRQæ SULFLQJ￿WR￿PDUNHW EHKDYLRXU HVSHFLDOO\ IRU H[SRUWV ıL￿H￿æ LQFRPSOHWH SDVV￿
WKURXJK RI H[FKDQJH￿UDWH FKDQJHV RQ WR WKH SULFHV FKDUJHG LQ IRUHLJQ PDUNHWV￿æ DQG
VWURQJ GHPDQG LQIOXHQFHV RQ GRPHVWLF RXWSXW SULFHV￿￿
7KH .26026 PRGHO KDV EHHQ XVHG WR VWXG\ WKH HIIHFWV RI D ODUJH DV\PPHWULF GHPDQG
VKRFN ıDQ LQFUHDVH LQ WKH VDYLQJV UDWH RI KRXVHKROGV E\ ￿￿ SHUFHQWDJH SRLQWV￿ RI WKH
VDPH W\SH DV RFFXUUHG LQ 6ZHGHQ LQ WKH HDUO\ ￿￿￿￿V XQGHU WKUHH DOWHUQDWLYH PRQHWDU\￿
SROLF\ DVVXPSWLRQVª ı￿￿ (08 PHPEHUVKLS ıD IL[HG H[FKDQJH UDWH DQG D IL[HG QRPLQDO
LQWHUHVW UDWH￿￿ ıº￿ VWULFW LQIODWLRQ WDUJHWLQJ ıZKHQ QR GHYLDWLRQ IURP WKH LQIODWLRQ WDUJHW
RI º SHU FHQW LV DOORZHG￿￿ DQG ıŒ￿ IOH[LEOH LQIODWLRQ WDUJHWLQJ ıWKH UDWH RI &3, LQFUHDVH LV
DOORZHG WR LQFUHDVH WR Ø SHU FHQW LQ WKH ILUVW \HDU RI WKH VKRFN DQG WR VWD\ DW Œ SHU FHQW
LQ WKH VXEVHTXHQW \HDU EHIRUH UHWXUQLQJ WR º SHU FHQW LQ WKH WKLUG \HDU￿￿
Œ
7KH VLPXODWLRQ UHVXOWV DUH VKRZQ LQ )LJXUHV ￿￿￿￿ ,Q WKH ILUVW \HDUæ WKHUH LV D VXEVWDQWLDO
GHFOLQH LQ *’3 ıº￿Œ WR º￿￿ SHU FHQW￿ FRPSDUHG WR WKH QR￿VKRFN DOWHUQDWLYH LQ DOO WKH
FDVHV￿ 7KH QRPLQDO H[FKDQJH UDWH GHSUHFLDWHV E\ ￿￿Ø SHU FHQW XQGHU VWULFW LQIODWLRQ
WDUJHWLQJ DQG E\ ￿￿￿￿ SHU FHQW XQGHU IOH[LEOH WDUJHWLQJ￿ 7KH UHVXOWLQJ UHDO H[FKDQJH￿
UDWH UHGXFWLRQV ıGHFOLQHV LQ UHODWLYH H[SRUW SULFHV￿ DUH Œ￿Ł DQG Ł￿º SHU FHQWæ
UHVSHFWLYHO\æ FRPSDUHG WR ￿￿￿ SHU FHQW LQ WKH (08 FDVH￿ 7KH UHDVRQ ZK\ WKH UHDO
H[FKDQJH￿UDWH FKDQJHV DUH QRW ODUJHU RXWVLGH WKH (08 LV WKH VWURQJ HOHPHQW RI SULFLQJ
WR PDUNHW IRU H[SRUWV￿ 6KRUW￿WHUP UHDO LQWHUHVW UDWHV DOVR GHFOLQH LQ WKH LQIODWLRQ￿WDUJHW
FDVHVæ ZKHUHDV WKH\ LQFUHDVH LQVLGH WKH (08 ıWKLV LV WKH VR FDOOHG :DOWHUV HIIHFWæ
ZKLFK DULVHV EHFDXVH RI WKH IDOO LQ GRPHVWLF RXWSXW SULFHV ⁄ VHH )LJXUH Ł ⁄ WKDW RFFXUV
LQ WKLV FDVH￿￿ $V FDQ EH VHHQæ WKH PRQHWDU\￿SROLF\ UHVSRQVHV RXWVLGH WKH (08
UHSUHVHQW VLJQLILFDQW RIIVHWV WR WKH VKRFN LQ \HDUV º DQG Œ￿ 7KLV FRPHV PDLQO\ IURP
KLJKHU H[SRUWV ı)LJXUH Œ￿æ EXW DOVR IURP KLJKHU LQYHVWPHQW￿ 8QGHU VWULFW LQIODWLRQ
WDUJHWLQJæ *’3 LV ￿ SHU FHQW KLJKHU LQ \HDU º DQG ￿￿￿ SHU FHQW KLJKHU LQ \HDU Œ WKDQ LQ
WKH (08 FDVH￿ $QG ZKHQ LQIODWLRQ LV DOORZHG WR ULVH VRPHZKDWæ WKH VKRFN LV PRUH
WKDQ RIIVHW￿
7KH PRGHO VLPXODWLRQV VKRXOG EH LQWHUSUHWHG ZLWK FDXWLRQ￿ 7KH\ DUH REYLRXVO\ VXEMHFW
WR WKH /XFDV FULWLTXH WKDW NH\ EHKDYLRXUDO UHODWLRQVKLSV FRXOG FKDQJH ZLWK (08
PHPEHUVKLS ıVHH VHFWLRQV Œ DQG Ø￿￿ ,Q SUDFWLFHæ LW LV DOVR OLNHO\ WKDW WKH FHQWUDO EDQN
Œ 7KH VLPXODWLRQV KDYH EHHQ FDUULHG RXW E\ /DUV (UQVlWHU DQG 1LOV +RIYDQGHU DW WKH 1DWLRQDO ,QVWLWXWH
IRU (FRQRPLF 5HVHDUFK ı.RQMXQNWXULQVWLWXWHW￿￿ , DP DOVR JUDWHIXO WR .HUVWLQ -RKDQVVRQ IRU KHOSIXO
GLVFXVVLRQV DERXW WKH PRGHO￿￿
ZLOO KDYH ODUJH SUREOHPV RI FRQWUROOLQJ LQIODWLRQ LQ WKH HYHQW RI D PDMRU FULVLV￿
6SHFXODWLYH SUHVVXUHV LQ ILQDQFLDO PDUNHWV PD\ FDXVH WKH H[FKDQJH UDWH WR GHSUHFLDWH
E\ VR PXFK WKDW WKHUH LV D PRUH VLJQLILFDQW GHYLDWLRQ IURP WKH LQIODWLRQ WDUJHW￿ 7KHQæ LW
ZLOO EH WKH REMHFWLYH RI ORQJ￿WHUP SULFH VWDELOLW\ UDWKHU WKDQ WKH VKRUW￿WHUP LQIODWLRQ
WDUJHW WKDW DFWV DV D FRQVWUDLQW RQ WKH SRVVLELOLWLHV WR VWLPXODWH WKH HFRQRP\ WKURXJK
PRQHWDU\ SROLF\￿ 7R SUHVHUYH LWV ORQJ￿UXQ FUHGLELOLW\æ WKH FHQWUDO EDQN PD\ KDYH WR
SUHVV GRZQ GRPHVWLF DJJUHJDWH GHPDQG WKURXJK LQWHUHVW￿UDWH ULVHV LQ RUGHU WR UHGXFH
IXWXUH SULFH LQFUHDVHV IRU GRPHVWLF JRRGV ıZKLFK FDQ EH DIIHFWHG RQO\ ZLWK D
VLJQLILFDQW WLPH ODJ￿￿ 6WLOOæ WKH DQDO\VLV VXJJHVWV WKDW DQ LQIODWLRQ￿WDUJHW UHJLPH LV QRW
OLNHO\ WR EH D VHYHUH FRQVWUDLQW RQ PRQHWDU\ SROLF\ IRU WKH QRQ￿SDUWLFLSDQWV LQ WKH
(08 ıWKH RXWV￿ LQ WKH FDVH RI DV\PPHWULF GHPDQG VKRFNVæ SURYLGHG WKDW WKHUH LV VRPH
SULFH DQG ZDJH IOH[LELOLW\￿
￿￿º￿ ([WHUQDO FRQVWUDLQWV RQ H[FKDQJH UDWHV
$QRWKHU SRVVLEOH FRQVWUDLQW RQ WKH PRQHWDU\ SROLF\ RI WKH RXWV LV H[WHUQDO SUHVVXUHV
IURP WKH HXUR FRXQWULHV ıWKH LQV￿ WR DYRLG H[FKDQJH￿UDWH FKDQJHV WKDW DIIHFW UHODWLYH
FRPSHWLWLYHQHVV￿ )RUPDOO\æ IRU RXWV SDUWLFLSDWLQJ LQ DQ (50￿º DUUDQJHPHQW ZLWK WKH
(08 ıRQO\ ’HQPDUN DQG *UHHFH ZKHQ WKH FRPPRQ FXUUHQF\ LV LQWURGXFHG LQ ￿￿￿￿￿æ
FKDQJHV LQ FHQWUDO UDWHV ZLOO EH GHWHUPLQHG MRLQWO\￿ %XW DOVR IRU FRXQWULHV ZLWK D
IORDWLQJ UDWHæ OLNH WKH 8. DQG 6ZHGHQ WRGD\æ WKH VWLSXODWLRQ LQ WKH 0DDVWULFKW 7UHDW\
ıDUWLFOH ￿￿￿ P￿ WKDW H[FKDQJH￿UDWH SROLF\ VKDOO EH WUHDWHG ƒDV D PDWWHU RI FRPPRQ
LQWHUHVW§ DSSOLHV￿
$W WKH SUHVHQW VWDJHæ LW LV GLIILFXOW WR MXGJH ZKDW WKHVH IRUPDO VWLSXODWLRQV ZLOO DPRXQW
WR LQ SUDFWLFHæ DQG KRZ PXFK WKDW ZLOO FRPH RXW RI DWWHPSWV DW PRUH HFRQRPLF SROLF\
FR￿RUGLQDWLRQ ZLWKLQ WKH (8￿ 7KH\ FHUWDLQO\ GLG QRW KHOS SUHYHQW WKH VWURQJ
DSSUHFLDWLRQ RI WKH SRXQG DJDLQVW WKH IXWXUH (08 FXUUHQFLHV LQ ￿￿￿￿￿￿￿￿ 7KH
UHYDOXDWLRQ RI WKH FHQWUDO UDWH RI WKH ,ULVK SRXQG LQ WKH UXQ￿XS WR (08 LQ WKH VSULQJ RI
￿￿￿￿ DOVR VKRZHG D UHDGLQHVV WR DGMXVW QRPLQDO H[FKDQJH UDWHV ZKHQ WKLV LV EHOLHYHG
WR FRQWULEXWH WR PDFURHFRQRPLF VWDELOLW\￿ %XW RQH PLJKW FRQFHLYH RI TXLWH GLIIHUHQW
UHDFWLRQV DJDLQVW GHSUHFLDWLRQV E\ WKH RXWVæ EHFDXVH WKHVH DUH FRQVLGHUHG ƒEHJJDU￿WK\￿
QHLJKERXU§ SROLFLHV ı*URV ￿ 7K\JHVHQæ ￿￿￿￿￿￿ +RZHYHUæ WKH H[FKDQJH￿UDWH WXUEXOHQFH￿
RI WKH HDUO\ ￿￿￿￿V SURYLGHG D FOHDU GHPRQVWUDWLRQ RI WKH LPSRVVLELOLW\ RI UHVLVWLQJ
PDUNHW SUHVVXUHV IRU H[FKDQJH￿UDWH FKDQJHV LQ WKH FDVH RI ODUJH PDFURHFRQRPLF
LPEDODQFHV￿ 7KH (50￿º DJUHHPHQW EHDUV ZLWQHVV RI WKLV OHVVRQ LQ VHYHUDO UHVSHFWVª WKH
ODUJH IOXFWXDWLRQ EDQGVæ WKH SURYLVLRQV WKDW WKH FHQWUDO EDQNV FDQ VXVSHQG IRUHLJQ￿
H[FKDQJH LQWHUYHQWLRQV LI WKHVH ƒZHUH WR FRQIOLFW ZLWK WKHLU SULPDU\ REMHFWLYH§ RI
PDLQWDLQLQJ SULFH VWDELOLW\æ DQG WKH XQGHUVWDQGLQJ WKDW DGMXVWPHQWV RI FHQWUDO UDWHV
VKRXOG EH ƒFRQGXFWHG LQ D WLPHO\ IDVKLRQ VR DV WR DYRLG VLJQLILFDQW PLVDOLJQPHQWV§￿
Ø
7KH SRVVLELOLW\ H[LVWV WKDW D GHSUHFLDWLQJ (8 PHPEHU VWDWH FRXOG EH ƒSXQLVKHG§ E\ WKH
RWKHU VWDWHV LQ RWKHU DUHDV RI (XURSHDQ FR￿RSHUDWLRQ ı&DOPIRUV HW DO￿æ ￿￿￿￿￿￿ 7KLV ULVN
PLJKW EH ODUJHU ZLWK WKH (08 WKDQ EHIRUHæ EHFDXVH WKH (XUR￿￿￿ &RXQFLO SURYLGHV D
IRUXP WKDW IDFLOLWDWHV FR￿RUGLQDWLRQ RI VXFK DFWLRQV￿ 7KLV DUJXPHQW EHDUV VRPH
UHVHPEODQFH WR WKH GLVFXVVLRQ WKDW ZKDW LV SHUFHLYHG DV ƒFRPSHWLWLYH GHSUHFLDWLRQV§
PD\ SURYRNH SURWHFWLRQLVW PHDVXUHV WKUHDWHQLQJ WKH VLQJOH PDUNHW ı*URV ￿ 7K\JHVHQæ
￿￿￿￿￿￿ %XW LW VKRXOG EH DFNQRZOHGJHG WKDW WKH WUDGLWLRQDO DUJXPHQW IRU H[FKDQJH￿UDWH
IOH[LELOLW\ ZDV H[DFWO\ WKH RSSRVLWH RQHæ QDPHO\ WKDW SURWHFWLRQLVW PHDVXUHV ZHUH
OLNHO\ WR EH WULJJHUHG ZKHQ PDFURHFRQRPLF LPEDODQFHV FRXOG QRW EH DGGUHVVHG
WKURXJK H[FKDQJH￿UDWH DGMXVWPHQWV ı)ULHGPDQæ ￿￿ŁŒ￿ -RKQVRQæ ￿￿￿￿￿￿
2QH FDQ FRQFHLYH ERWK RI VLWXDWLRQV ZKHUH D GHSUHFLDWLRQ E\ DQ RXW FRXOG SURYRNH
QHJDWLYH UHDFWLRQV IURP WKH LQV DQG RI VLWXDWLRQV ZKHUH LW LV OLNHO\ WR EH ZHOFRPHG￿
7KH IRUPHU FDVH PLJKW DULVH LI DOO WKH (8 FRXQWULHV DUH KLW E\ D GHHS UHFHVVLRQæ HYHQ LI
WKH RXW LV KLW PRUH VHYHUHO\￿ %XW LW LV GLIILFXOW WR XQGHUVWDQG ZK\ WKH LQV ZRXOG RSSRVH
DQ H[FKDQJH￿UDWH FKDQJHæ LI WKH\ ILQG WKHPVHOYHV LQ D ERRP DQG WKH HFRQRP\ RI WKH
RXW LV LQ D GHHS UHFHVVLRQ ıFRPSDUH WKH FDVH RI *HUPDQ\ YLV￿i￿YLV WKH UHVW RI WKH (50
LQ ￿￿￿￿￿￿Œ￿￿
6RPHZKDW SDUDGR[LFDOO\æ WKH XQFRQWUROODELOLW\ RI H[FKDQJH UDWHV LQ GHUHJXODWHG
ILQDQFLDO PDUNHWV PD\ PDNH H[FKDQJH￿UDWH FKDQJHV LQ WKH FDVH RI DV\PPHWULF GHPDQG
VKRFNV PRUH DFFHSWDEOH￿ ,I WKH SHUFHSWLRQ LV WKDW HUUDWLF PDUNHW H[SHFWDWLRQV PRYH WKH
H[FKDQJH UDWHV LQ VXFK VLWXDWLRQVæ LW ZRXOG PDNH OLWWOH VHQVH WR WU\ WR SUHVV LQGLYLGXDO
Ø 5HVROXWLRQ RI WKH (XURSHDQ &RXQFLO RQ WKH HVWDEOLVKPHQW RI DQ H[FKDQJH￿UDWH PHFKDQLVP LQ WKH WKLUG
VWDJH RI HFRQRPLF DQG PRQHWDU\ XQLRQ ı￿￿￿￿￿￿￿￿
FRXQWULHV WR FKDQJH WKHLU PRQHWDU\ SROLFLHV WR VWDELOLVH H[FKDQJH UDWHV RQFH ODUJH
PDFURHFRQRPLF LPEDODQFHV KDYH GHYHORSHG￿ 6R P\ FRQFOXVLRQ LV WKDW H[WHUQDO
SUHVVXUHV IURP WKH (08 FRXQWULHV DUH XQOLNHO\ WR LPSRVH VLJQLILFDQW FRQVWUDLQWV RQ
H[FKDQJH￿UDWH FKDQJHV IRU DQ RXW KLW E\ D ODUJH DV\PPHWULF GHPDQG VKRFN￿ 7KH
H[FHSWLRQ ZRXOG EH WKH QHHG WR REVHUYH H[FKDQJH￿UDWH VWDELOLW\ ZLWKLQ WKH (50 GXULQJ
WKH WZR \HDUV SUHFHGLQJ HQWU\ LQWR WKH (08æ RQFH VXFK D GHFLVLRQ LV WDNHQ￿ +RZHYHUæ
WKHUH LV FRQVLGHUDEOH XQFHUWDLQW\ DOVR UHJDUGLQJ KRZ VWULFW WKH UHTXLUHPHQWV RQ WKLV
SRLQW ZLOO SURYH WR EH LQ WKH HQGª IRU ERWK )LQODQG DQG ,WDO\æ D IOH[LEOH LQWHUSUHWDWLRQ RI
WKH (50 FULWHULRQ IRU (08 PHPEHUVKLS ZDV PDGHæ DQG LW LV RIWHQ PDLQWDLQHG WKDW
(50 PHPEHUVKLS PLJKW EH SROLWLFDOO\ LPSRVVLEOH LQ WKH 8. LQ YLHZ RI SDVW IDLOXUHV
ZLWK IL[HG H[FKDQJH UDWHV ı7K\JHVHQæ ￿￿￿Ł￿ *URV ￿ 7K\JHVHQæ ￿￿￿￿￿￿
º￿ $Q H[SHQGLWXUH￿VZLWFKLQJ ILVFDO SROLF\
$ ZLGHO\ GLVFXVVHG LVVXH ZKHQ MXGJLQJ WKH FRQVHTXHQFHV RI WKH (08 LV ZKHWKHU
ILVFDO SROLF\ FDQ DFW DV D VXEVWLWXWH IRU DQ LQGHSHQGHQW PRQHWDU\ SROLF\￿ 7KLV
GLVFXVVLRQ KDV IRFXVHG DOPRVW H[FOXVLYHO\ RQ WR ZKLFK H[WHQW WKH UXOHV RQ H[FHVVLYH
GHILFLWV LQ WKH 0DDVWULFKW 7UHDW\ DQG WKH 6WDELOLW\ DQG *URZWK 3DFW FRQVWUDLQ ILVFDO
SROLF\ DV D VWDELOLVDWLRQ WRRO ıVHHæ H￿J￿æ %XWL HW DO￿æ ￿￿￿￿￿ (LFKHQJUHHQ ￿ :\SORV]æ
￿￿￿￿￿ *URV ￿ 7K\JHVHQæ ￿￿￿￿￿ DQG 7K\JHVHQæ ￿￿￿￿￿￿ 7KH LQWHUHVW LV WKHQ LQ KRZ WKH
OHYHO RI DJJUHJDWH VSHQGLQJ LQ WKH HFRQRP\ FDQ EH DIIHFWHG￿ %XW WKHUH LV DOVR WKH
SRVVLELOLW\ WKDW ILVFDO SROLF\ FRXOG DLP DW VZLWFKLQJ H[SHQGLWXUHV EHWZHHQ IRUHLJQ DQG
GRPHVWLF RXWSXWæ MXVW DV DQ H[FKDQJH￿UDWH FKDQJH GRHV￿ 7R WKH H[WHQW WKDW WKLV ZRXOG
LQYROYH FKDQJHV LQ WKH VWUXFWXUH RI WD[HV DQG JRYHUQPHQW H[SHQGLWXUHV EXW QRW LQ
GHILFLWVæ WKH ILVFDO UXOHV LQ WKH (08 ZRXOG QRW SODFH DQ\ REVWDFOHV￿ %\ DQG ODUJHæ WKLV
SROLF\ RSWLRQ KDV EHHQ QHJOHFWHG LQ WKH (08 GLVFXVVLRQæ DOWKRXJK LW KDV UHFHLYHG
VRPH DWWHQWLRQ LQ WKH 1RUGLF FRXQWULHV￿
$ ILUVW SRVVLELOLW\ LV WR ƒWZLVW§ JRYHUQPHQW H[SHQGLWXUHV LQ WKH GLUHFWLRQ RI GRPHVWLF
HPSOR\PHQW DV GLVFXVVHG E\ $QGHUVHQ ı￿￿￿￿￿￿ *RYHUQPHQW FRQVXPSWLRQ
ıHPSOR\PHQW￿ FDQ EH LQFUHDVHG LQ D UHFHVVLRQ DW WKH VDPH WLPH DV LQFRPH WD[HV DUH
UDLVHG RU LQFRPH WUDQVIHUV WR KRXVHKROGV UHGXFHGæ VR WKDW WKH RYHUDOO ILVFDO EDODQFH LV￿￿
OHIW XQFKDQJHG￿
Ł 7KLV ZLOO WHQG WR UDLVH RYHUDOO HPSOR\PHQW IRU EDODQFHG￿EXGJHW￿
PXOWLSOLHU UHDVRQVª WKHUH ZLOO EH D QHW VWLPXODWLYH HIIHFW EHFDXVH WKH ZKROH ILUVW￿URXQG
LQFUHDVH LQ JRYHUQPHQW H[SHQGLWXUHV UHVXOWV LQ QHZ KLUHVæ ZKHUHDV SDUW RI WKH
UHGXFWLRQ LQ UHDO LQGLVSRVDEOH LQFRPH IRU KRXVHKROGV LV DEVRUEHG E\ ORZHU VDYLQJV DQG
LPSRUWV￿ $Q DUJXPHQW DJDLQVW VXFK SROLF\ LV WKDW LW PD\ EH GLIILFXOW WR DFKLHYH ODUJH
VKRUW￿UXQ YDULDWLRQV LQ HPSOR\PHQW WKLV ZD\æ EHFDXVH RI WKH LQHUWLD LQYROYHG LQ SXEOLF￿
VHFWRU HPSOR\PHQW GHFLVLRQV￿ $QRWKHU DUJXPHQW DJDLQVW WKH SROLF\ LV WKH ULVN RI
UDWFKHW HIIHFWV OHDGLQJ WR D SHUPDQHQW H[SDQVLRQ RI WKH SXEOLF VHFWRU DQG FURZGLQJ￿RXW
RI SULYDWH￿VHFWRU HPSOR\PHQW ı6|GHUVWU|P ￿ 9LRWWLæ ￿￿￿￿￿ &DOPIRUVæ ￿￿￿º￿ &DOPIRUV
￿ +RUQæ ￿￿￿￿￿￿
º￿￿￿ 9DULDWLRQV LQ SD\UROO WD[HV DV D PHWKRG RI ƒLQWHUQDO§ H[FKDQJH￿UDWH FKDQJH
7KH PRVW GLUHFW VXEVWLWXWH IRU QRPLQDO H[FKDQJH￿UDWH FKDQJHV LV ZKDW KDV EHHQ
ODEHOOHG LQWHUQDO H[FKDQJH￿UDWH FKDQJHV LQ WKH 6FDQGLQDYLDQ SROLF\ GHEDWH ı$QGHUVHQæ
￿￿￿￿￿ &DOPIRUV HW DO￿æ ￿￿￿￿￿ %ROGWæ ￿￿￿￿￿￿ 7KH LGHD LV WR XVH YDULDWLRQV LQ SD\UROO WD[HV
SDLG E\ HPSOR\HUV WR FKDQJH WKH UHDO H[FKDQJH UDWH￿ 7KLV FDQ EH GRQH ZLWKRXW
DIIHFWLQJ WKH RYHUDOO ILVFDO EDODQFH LI RWKHU WD[HV RU LI JRYHUQPHQW H[SHQGLWXUHV DUH
FKDQJHG DW WKH VDPH WLPH LQ D FRPSHQVDWLQJ ZD\￿ )RU H[DPSOH LQ D UHFHVVLRQæ WKH UHDO
H[FKDQJH UDWH FDQ EH GHSUHFLDWHG WKURXJK D FXW LQ WKH SD\UROO WD[ UDWH￿ 7KH HIIHFWV RQ
WKH JRYHUQPHQW EXGJHW FDQ WKHQ EH QHXWUDOLVHG E\ D ULVH LQ HPSOR\HH FRQWULEXWLRQV WR
WKH VRFLDO VHFXULW\ V\VWHPæ LQ LQFRPH WD[HV RU LQ WKH 9$7￿ *RYHUQPHQW WUDQVIHUV WR
KRXVHKROGV FDQ DOVR EH UHGXFHG ıEXW LW LV OHVV DSSURSULDWH WR UHGXFH JRYHUQPHQW
FRQVXPSWLRQ IRU WKH EDODQFHG￿EXGJHW￿PXOWLSOLHU UHDVRQV GLVFXVVHG DERYH￿
7KHUH DUH VRPH H[SHULHQFHV RI LQWHUQDO H[FKDQJH￿UDWH FKDQJHV LQ WKH 6FDQGLQDYLDQ
FRXQWULHV￿ ’HQPDUN PDGH VXFK DQ LQWHUQDO GHYDOXDWLRQ LQ ￿￿￿￿ LQ RUGHU WR LPSURYH
FRPSHWLWLYHQHVV ZLWKRXW KDYLQJ WR FKDQJH WKH H[FKDQJH UDWH ZLWKLQ WKH (50 V\VWHP￿
$QRWKHU H[DPSOH LV 6ZHGHQ LQ ￿￿￿Œ WRZDUGV WKH HQG RI WKH GHHS UHFHVVLRQæ ZKHQ D
VPDOO SD\UROO WD[ FXW ZDV ILQDQFHG E\ D ULVH LQ WKH 9$7￿
Ł 6DLQW￿3DXO ı￿￿￿￿￿ SURGXFHV VRPH ıZHDN￿ HYLGHQFH WKDW YDULDWLRQV LQ JRYHUQPHQW FRQVXPSWLRQ KDYH
LQGHHG EHHQ XVHG LQ WKLV ZD\ LQ )UDQFH DQG ,WDO\￿º
7KH QHJOHFW RI WKH SRVVLELOLW\ RI LQWHUQDO H[FKDQJH￿UDWH FKDQJHV LQ WKH (08
GLVFXVVLRQ LV VXUSULVLQJæ EHFDXVH WKH KLJK SD\UROO WD[HV PDNH LW D YLDEOH SROLF\ RSWLRQ
LQ PRVW (8 FRXQWULHV￿ 7DEOH ￿ VKRZV WKDW SD\UROO WD[ UDWHV IRU EOXH￿FROODU ZRUNHUV DUH
DERYH Ø￿ SHU FHQW LQ ,WDO\æ DQG EHWZHHQ Œ￿ DQG Ø￿ SHU FHQW LQ $XVWULDæ %HOJLXPæ
)UDQFHæ 6ZHGHQ DQG 6SDLQ￿ 7KH\ DUH EHWZHHQ º￿ DQG Œ￿ SHU FHQW LQ )LQODQGæ *HUPDQ\æ
*UHHFH DQG 3RUWXJDO￿ 7KH PDLQ RXWOLHU LV ’HQPDUNæ ZKHUH WKHUH DUH EDVLFDOO\ QR VXFK
WD[HV￿ 7KH 8. DQG ,UHODQG DOVR KDYH ORZ SD\UROO WD[ UDWHV ıDURXQG ￿￿ SHU FHQW￿￿￿Œ
7DEOH ￿￿ 3D\UROO WD[ UDWHV LQ WKH (8 FRXQWULHV LQ ￿￿￿￿
















1RWHª 7KH SD\UROO WD[ UDWHV IRU EOXH￿FROODU ZRUNHUV KDYH EHHQ FRPSXWHG DV WKH WD[ UDWHV IRU WKH DYHUDJH
ZDJH IRU SURGXFWLRQ ZRUNHUV LQ PDQXIDFWXULQJ DQG WKH SD\UROO WD[ UDWHV IRU ZKLWH￿FROODU ZRUNHUV DV WKH
WD[ UDWHV IRU GRXEOH WKLV ZDJH￿
6RXUFHª 6ZHGLVK (PSOR\HUV' )HGHUDWLRQ￿
,W LV VWUDLJKWIRUZDUG WR VKRZ WKDW D FXW LQ WKH SD\UROO WD[ UDWH DW DQ XQFKDQJHG ILVFDO
EDODQFH ZLOO KDYH VLPLODU RXWSXW DQG HPSOR\PHQW HIIHFWV DV D QRPLQDO H[FKDQJH￿UDWH
GHSUHFLDWLRQ LQ D VKRUW￿UXQ PDFUR PRGHO ZLWK D IL[HG FDSLWDO VWRFN ı&DOPIRUVæ ￿￿￿Œ￿￿
7KH ORJLF LV WKH VDPH DV IRU WKH VWDQGDUG SURSRVLWLRQ WKDW D GHYDOXDWLRQ LV HTXLYDOHQW WR
DQ H[SRUW VXEVLG\ ILQDQFHG E\ DQ LPSRUW WD[￿ :LWK D IL[HG PRQH\ ZDJHæ D FXW LQ WKH
SD\UROO WD[ ORZHUV WKH UDWLR EHWZHHQ WKH QRPLQDO GRPHVWLF ZDJH FRVW DQG IRUHLJQ
SULFHV LQ GRPHVWLF FXUUHQF\ LQ WKH VDPH ZD\ DV D QRPLQDO H[FKDQJH￿UDWH GHSUHFLDWLRQ￿
,I WKH GLUHFW DJJUHJDWH￿GHPDQG HIIHFWV DUH QHXWUDOLVHG WKURXJK DFFRPSDQ\LQJ FKDQJHV
LQ RWKHU WD[HV DQG JRYHUQPHQW H[SHQGLWXUHV ıZKLFK GR QRW IDOO RQ HPSOR\HUV￿æ WKH
FRQVHTXHQFH LV D GHSUHFLDWLRQ RI WKH UHDO H[FKDQJH UDWH ıWKH UHODWLYH SULFH EHWZHHQ
GRPHVWLF DQG IRUHLJQ RXWSXW￿￿
2QH PLJKW WKLQN WKDW VXFK WD[ UHVWUXFWXULQJ WR GHSUHFLDWH WKH UHDO H[FKDQJH UDWH FDQQRW
ZRUNæ EHFDXVH WKH LQFUHDVHG WD[HV ıRU UHGXFHG WUDQVIHUV￿ IRU HPSOR\HHV ZRXOG EH￿Ø
VKLIWHG RQ WR ZDJHVæ VR WKDW ODERXU FRVWV DUH OHIW XQFKDQJHG￿ 7KLV FRXOG EH VR￿ %XW WKH
DUJXPHQW PXVW EH SXW LQ FRQWH[W￿ ,I WKH VWDUWLQJ SRLQW LV WKDW UHOLQTXLVKLQJ PRQHWDU\
SROLF\ LQGHSHQGHQFH KDV D SRWHQWLDO FRVWæ EHFDXVH ULJLG PRQH\ ZDJHV LPSO\ WKDW
QRPLQDO H[FKDQJH￿UDWH FKDQJHV KDYH UHDO VKRUW￿WHUP HIIHFWVæ WKHQ WKH VDPH ORJLF
UHTXLUHV WKDW DQ LQWHUQDO H[FKDQJH￿UDWH FKDQJH VKRXOG KDYH UHDO VKRUW￿WHUP HIIHFWV DV
ZHOO￿ 1HLWKHU LQWHUQDO QRU ƒH[WHUQDO§ H[FKDQJH￿UDWH FKDQJHV FDQ ZRUN XQOHVV UHDO
ZDJHV DUH FXW￿
7KH SDUDOOHO EHWZHHQ LQWHUQDO DQG H[WHUQDO H[FKDQJH￿UDWH FKDQJHV LV PXVW FOHDU FXW
ZKHQ D UHGXFWLRQ LQ SD\UROO WD[HV LV ILQDQFHG E\ DQ LQFUHDVH LQ WKH 9$7æ EHFDXVH WKH
PDLQ GLUHFW HIIHFW IRU HPSOR\HHV LV LQ ERWK FDVHV D ULVH LQ WKH &3, UHVXOWLQJ IURP DQ
LQFUHDVH LQ LPSRUW SULFHV ıIRU GRPHVWLF RXWSXW SULFHVæ D KLJKHU 9$7 DQG D ORZHU
SD\UROO WD[ PRUH RU OHVV FDQFHO RXW￿￿ ,Q SUDFWLFHæ WKH URRP IRU 9$7 FKDQJHV PD\ EH
OLPLWHGæ EHFDXVH VXEVWDQWLDO GLIIHUHQFHV LQ 9$7 UDWHV EHWZHHQ (8 FRXQWULHV ZRXOG
FUHDWH RSSRUWXQLWLHV IRU FURVV￿ERUGHU WUDGH WR H[SORLW WKH SRVVLELOLWLHV RI WD[ DUELWUDJH￿
6R ILQDQFLQJ YLD KLJKHU HPSOR\HH FRQWULEXWLRQV WR WKH VRFLDO VHFXULW\ V\VWHPæ KLJKHU
LQFRPH WD[HV RU ORZHU JRYHUQPHQW WUDQVIHUV WR KRXVHKROGV PLJKW EH PRUH SUREDEOH￿
%XW D VLPLODU UHDVRQLQJ DSSOLHV LQ WKHVH FDVHVæ WRRæ DV ORQJ DV RQH EHOLHYHV WKDW WKH
LPSRUWDQW QRPLQDO ULJLGLWLHV FRQFHUQ SUH￿WD[ QRPLQDO ZDJH UDWHV DQG QRW DIWHU￿WD[
QRPLQDO GLVSRVDEOH LQFRPHV￿ 7KLV EHOLHI LV FRQVLVWHQW ZLWK H[LVWLQJ WKHRULHV RI ZDJH
VWLFNLQHVV ıVHH VHFWLRQ Œ￿￿
º￿º￿ 7KH SURV DQG FRQV RI LQWHUQDO H[FKDQJH￿UDWH FKDQJHV
7KH TXHVWLRQ LV KRZ JRRG D VXEVWLWXWH LQWHUQDO H[FKDQJH￿UDWH FKDQJHV DUH IRU H[WHUQDO
H[FKDQJH￿UDWH FKDQJHV￿ +HUHæ VHYHUDO FRQVLGHUDWLRQV DUH UHOHYDQW￿
$ ILUVW DVSHFW FRQFHUQV WKH SROLWLFDO HFRQRP\ RI LQWHUQDO H[FKDQJH￿UDWH FKDQJHV￿ 2QH
VKRXOG H[SHFW LW WR EH SROLWLFDOO\ PXFK PRUH GLIILFXOW WR DJUHH RQ DQ LQWHUQDO H[FKDQJH￿
UDWH FKDQJH WKDQ RQ DQ LQWHUHVW￿UDWH FXW LQ RUGHU WR DFKLHYH D GHSUHFLDWLRQ￿ )LVFDO SROLF\
LV LQ JHQHUDO FKDUDFWHULVHG E\ D VORZHU GHFLVLRQ￿PDNLQJ SURFHVV WKDQ PRQHWDU\ SROLF\￿
0RUHRYHUæ LI SD\UROO WD[HV DUH WR EH FXW WR DFKLHYH DQ LQWHUQDO GHYDOXDWLRQæ SROLWLFDO
DJUHHPHQW PXVW EH UHDFKHG RQ ZKLFK RWKHU WD[HV DQG FKDUJHV WR EH UDLVHG DQG ZKLFK
JRYHUQPHQW H[SHQGLWXUHV WR EH ORZHUHG￿ %HFDXVH WKH FKRLFH KDV LQFRPH￿GLVWULEXWLRQ￿Ł
FRQVHTXHQFHVæ WKH SROLWLFDO FRPSOLFDWLRQV DUH REYLRXV￿ 7KH GLIIHUHQFH LQ SROLWLFDO
FRPSOH[LW\ EHWZHHQ GHFLVLRQV RQ LQWHUQDO H[FKDQJH￿UDWH FKDQJHV DQG RQ PRQHWDU\
SROLF\ LV IXUWKHU H[DFHUEDWHG WR WKH H[WHQW WKDW PRQHWDU\ SROLF\ KDV EHHQ
ƒGHSROLWLFLVHG§ WKURXJK GHOHJDWLRQ WR DQ LQGHSHQGHQW FHQWUDO EDQN￿ /DVWO\æ DQ\
GHFLVLRQV RQ WD[ VFDOHV DQG WUDQVIHU V\VWHPV DUH PXFK PRUH WHFKQLFDOO\ FRPSOH[ WKDQ D
GHFLVLRQ RQ WKH VKRUW￿WHUP LQWHUHVW UDWH￿ ,W IROORZV WKDW DQ LQWHUQDO H[FKDQJH￿UDWH
FKDQJH LV OLNHO\ WR WDNH WLPH DQG WR EH RI OLPLWHG VL]H￿
7KHVH SROLWLFDO FRQVWUDLQWV RQ LQWHUQDO H[FKDQJH￿UDWH FKDQJHV FDQ EH VHHQ ERWK DV DQ
DGYDQWDJH DQG D GLVDGYDQWDJH￿ 7KH SROLWLFDO LQHUWLD UHGXFHV WKH ULVN WKDW WKH LQVWUXPHQW
VKRXOG EH PLVXVHG￿ ,QWHUQDO H[FKDQJH￿UDWH FKDQJHV ZRXOG QRW VHHP OLNHO\ WR EH XVHG
IRU ILQH￿WXQLQJ SXUSRVHV EXW UDWKHU DV DQ LQVXUDQFH DJDLQVW ODUJH VKRFNV￿ 7KH
GLVDGYDQWDJH LV WKDW SROLFLHV PD\ WDNH D ORQJ WLPH WR UHDFW￿ 6ZHGHQ LQ WKH GHHS
GRZQVZLQJ RI ￿￿￿￿￿￿º SURYLGHV DQ H[DPSOH RI WKLV￿ $Q LQWHUQDO GHYDOXDWLRQ ZDV
GLVFXVVHG IRU D ORQJ WLPH DV WKH UHFHVVLRQ ZRUVHQHGæ EXW D VPDOO LQWHUQDO GHYDOXDWLRQ
WR EH HIIHFWHG IURP -DQXDU\ ￿æ ￿￿￿Œ ZDV QRW GHFLGHG XQWLO ODWH LQ WKH DXWXPQ RI ￿￿￿º￿
$ PDMRU LQWHUQDO GHYDOXDWLRQ ZDV QRW DQQRXQFHG XQWLO WKH YHU\ PRUQLQJ RI WKH GD\
ZKHQ WKH 6ZHGLVK FHQWUDO EDQN KDG WR DEDQGRQ WKH SHJ RI WKH FURZQ ı1RYHPEHU ￿￿æ
￿￿￿º￿ DV D ODVW XQVXFFHVVIXO DWWHPSW WR DYRLG WKLV ıDQG ZDV WKHUHIRUH QHYHU
LPSOHPHQWHG￿￿
￿
$QRWKHU LPSRUWDQW DVSHFW LV WKDW WKH ƒSROLWLFDO V\VWHP§ KDV GLUHFW FRQWURO RYHU WKH VL]H
DQG WLPLQJ RI DQ LQWHUQDO H[FKDQJH￿UDWH FKDQJHæ ZKHUHDV WKH VL]H DQG WLPLQJ RI
QRPLQDO H[FKDQJH￿UDWH FKDQJHV DUH WR D ODUJH H[WHQW GHWHUPLQHG E\ WKH ILQDQFLDO
PDUNHWV￿ $JDLQæ WKLV PD\ EH YLHZHG ERWK DV DQ DGYDQWDJH DQG D GLVDGYDQWDJH￿ 7KH
DGYDQWDJH LV WKDW XQZDUUDQWHG UHDO H[FKDQJH￿UDWH FKDQJHV GULYHQ E\ PDUNHW
H[SHFWDWLRQV DQG RYHUVKRRWLQJ SKHQRPHQD FDQ EH DYRLGHG￿ 7KH GLVDGYDQWDJH LV WKDW
PDUNHWV PLJKW VRPHWLPHV SHUFHLYH WKH QHHG IRU UHDO H[FKDQJH￿UDWH FKDQJHV EHWWHU WKDQ
SROLWLFLDQV￿ , ZRXOG FODLP WKDW WKLV KHOG WUXH DW OHDVW IRU VRPH (8 FRXQWULHV LQ WKH HDUO\
￿￿￿￿V￿ )LQODQG DQG 6ZHGHQ ıZKHUH XQHPSOR\PHQW URVH E\ QHDUO\ ￿Ł DQG ￿ SHUFHQWDJH
SRLQWVæ UHVSHFWLYHO\￿ DUH JRRG LOOXVWUDWLRQV￿
￿ 7KH 6ZHGLVK GLVFXVVLRQ RQ DQ LQWHUQDO GHYDOXDWLRQ KDV EHHQ GHVFULEHG LQ &DOPIRUV ı￿￿￿￿￿￿￿￿
$ WKLUG GLIIHUHQFH EHWZHHQ LQWHUQDO DQG H[WHUQDO H[FKDQJH￿UDWH FKDQJHV FRQFHUQV
LQIODWLRQ￿ %HFDXVH WKH FRPPRQ PRQHWDU\ SROLF\ LQ WKH (08 WLHV GRZQ ORQJ￿UXQ
LQIODWLRQ LQ WKH LQGLYLGXDO PHPEHU FRXQWU\æ WKHUH LV QR ULVN WKDW DQ LQWHUQDO GHYDOXDWLRQ
ZLWKLQ WKH (08 WULJJHUV D ORQJ￿UXQ LQIODWLRQDU\ VSLUDO￿ 7KH SROLWLFDO GLIILFXOWLHV RI
DJUHHLQJ RQ ODUJH FKDQJHV LQ WKH WD[￿H[SHQGLWXUH VWUXFWXUH ıDQG WKH XOWLPDWH OLPLW VHW
E\ WKH IDFW WKDW SD\UROO WD[ UDWHV FDQQRW EH UHGXFHG EHORZ ]HUR DQG WKDW JHQHUDO
HPSOR\PHQW VXEVLGLHV DUH LPSUREDEOH￿ VKRXOG DOVR LPSO\ D VPDOO ULVN LQ WKH PHGLXP
WHUP WKDW ZDJH VHWWHUV EHFRPH PRUH DJJUHVVLYH EHFDXVH WKH\ ZRXOG H[SHFW PRQH\￿
ZDJH LQFUHDVHV WR EH DFFRPPRGDWHG WKURXJK SD\UROO WD[ FXWV ı3HUVVRQæ ￿￿￿￿￿￿ 5DWKHUæ
LW LV OLNHO\ WR EH UHDOLVHG WKDW LI WKH JRYHUQPHQW ZDQWV WR UHWDLQ LQWHUQDO GHYDOXDWLRQV DV
D FRXQWHUF\FOLFDO LQVWUXPHQWæ URRP IRU WKLV PXVW EH FUHDWHG WKURXJK LQWHUQDO
UHYDOXDWLRQV ıL￿H￿æ LQFUHDVHV LQ SD\UROO WD[HV DQG FXWV LQ RWKHU WD[HV RU IHHV￿ LQ ERRPV￿
,Q WKH VKRUW UXQæ DQ LQWHUQDO GHYDOXDWLRQ ILQDQFHG E\ JRYHUQPHQW￿H[SHQGLWXUH
UHGXFWLRQV RU LQFUHDVHV LQ RWKHU WD[HV WKDQ WKH 9$7 ZRXOG HYHQ UHGXFH GRPHVWLF
LQIODWLRQæ EHFDXVH WKH UHGXFWLRQ LQ SD\UROO WD[HV ZRXOG H[HUW GRZQZDUG SUHVVXUH RQ
WKH SULFHV RI GRPHVWLFDOO\ SURGXFHG JRRGV￿ 7R WKH H[WHQW WKDW WKLV FDXVHV D WHPSRUDU\
LQFUHDVH LQ WKH VKRUW￿WHUP UHDO LQWHUHVW UDWHæ WKH VWLPXODWLYH HIIHFW RI WKH UHDO H[FKDQJH￿
UDWH GHSUHFLDWLRQ LV ZHDNHQHG￿
$Q LQWHUHVWLQJ H[DPSOH RI KRZ WKH LGHD RI LQWHUQDO H[FKDQJH￿UDWH FKDQJHV FRXOG EH
DSSOLHG LQ SUDFWLFH KDV UHFHQWO\ EHHQ SURYLGHG LQ )LQODQG￿ 7R IDFLOLWDWH PDFURHFRQRPLF
VWDELOLVDWLRQ LQVLGH WKH (08æ WKH FHQWUDO ODERXU￿PDUNHW RUJDQLVDWLRQV KDYH FRQFOXGHG
DQ DJUHHPHQW RQ VR FDOOHG ƒEXIIHU IXQGV§ WR KHOS ILQDQFH XQHPSOR\PHQW LQVXUDQFH DQG
SHQVLRQV￿
￿ 7KH LGHD LV WR EXLOG XS VXFK IXQGV LQ JRRG \HDUVæ VR WKDW RQH FDQ GUDZ RQ
WKHP LQ UHFHVVLRQV DQG WKXV DYRLG UDLVLQJ HPSOR\HU FRQWULEXWLRQV WKHQ ıDQG SRVVLEO\
DOVR ORZHU WKHP￿￿ 7KH IXQGV DUH SODQQHG WR EH RI OLPLWHG VL]H ⁄ WKH RUGHU RI PDJQLWXGH
LV ￿ SHU FHQW RI *’3 ⁄ EXW WKH H[SOLFLW PRWLYDWLRQ LV WR DOORZ VRPH IOH[LELOLW\ LQ ZDJH
FRVWV ZLWKRXW KDYLQJ WR UHGXFH DFWXDO QRPLQDO ZDJHV ı%ROGWæ ￿￿￿￿￿￿
￿ $YWDO RP SULQFLSHUQD I|U KXU lQGULQJDU L DUEHWVSHQVLRQVI|UVlNULQJV￿ RFK
DUEHWVO|VKHWVVN\GGVDYJLIWHUQD VNDOO XWMlPQDV YLG NRQMXQNWXUYl[OLQJDU ı￿￿￿￿￿￿￿￿
$ V\VWHP OLNH WKH )LQQLVK RQH LV OLNHO\ WR GR DZD\ ZLWK VRPH RI WKH SROLWLFDO LQHUWLD
DVVRFLDWHG ZLWK LQWHUQDO H[FKDQJH￿UDWH FKDQJHV ZKLFK IROORZV IURP WKH QHHG WR DJUHH
RQ FKDQJHV LQ RWKHU WD[HV RU LQ JRYHUQPHQW H[SHQGLWXUHV￿ 0RUHRYHUæ LI SD\UROO WD[ FXWV
DUH ILQDQFHG E\ UXQQLQJ GRZQ WKH EXIIHU IXQGV UDWKHU WKDQ E\ ULVHV LQ RWKHU WD[HV RU
UHGXFWLRQV LQ JRYHUQPHQW H[SHQGLWXUHæ WKH VWLPXODWLYH HIIHFW ZLOO EH ODUJHUæ EHFDXVH
WKHUH ZLOO DOVR EH DQ DJJUHJDWH H[SHQGLWXUH LQFUHDVH LQ DGGLWLRQ WR WKH H[SHQGLWXUH￿
VZLWFK HIIHFW￿ 7KLV DPRXQWV WR WKH VDPH WKLQJ DV UXQQLQJ DQ RUGLQDU\ JRYHUQPHQW
EXGJHW VXUSOXV LQ JRRG WLPHV LQ RUGHU WR FUHDWH URRP IRU SD\UROO WD[ UHGXFWLRQV LQ EDG
WLPHV￿ ,W LV QRWHZRUWK\ WKDW WKH ODERXU￿PDUNHW RUJDQLVDWLRQV WKHPVHOYHV KDYH FKRVHQ WR
DGPLQLVWHU WKH IXQGV LQ )LQODQGª WKH\ ZLOO QRW WKHUHIRUH IRUP SDUW RI WKH JRYHUQPHQW
VHFWRU DQG ZLOO QRW EH HQFRPSDVVHG E\ WKH ILVFDO UXOHV LQ WKH (08￿ 7KLV PHDQV ODUJHU
IUHHGRP LQ XVLQJ WKHPª WKH\ FDQ EH UXQ GRZQ ZLWKRXW DQ\ ULVN RI FRQIOLFW ZLWK WKH Œ
SHU￿FHQW￿RI￿*’3 OLPLW IRU JRYHUQPHQW GHILFLWV￿
0\ FRQFOXVLRQ LV WKDW YDULDWLRQV LQ SD\UROO WD[HV ıLQWHUQDO H[FKDQJH￿UDWH FKDQJHV￿ FDQ
EH XVHG DV D VXEVWLWXWH IRU PRQHWDU\ SROLF\ LQ WKH FDVH RI DV\PPHWULF VKRFNV LQVLGH WKH
(08￿ %XW WKH VXEVWLWXWH LV OLNHO\ WR EH DQ LPSHUIHFW RQH IRU ERWK SROLWLFDO￿HFRQRP\
UHDVRQV ıWKH GHFLVLRQ LQHUWLD￿ DQG IRU HFRQRPLF UHDVRQV ıKLJKHU UHDO LQWHUHVW UDWHV LQ
GRZQVZLQJV￿￿ $W WKH VDPH WLPHæ LQWHUQDO H[FKDQJH￿UDWH FKDQJHV PD\ LQYROYH VPDOOHU
ULVNV WKDQ ƒH[WHUQDO§ H[FKDQJH￿UDWH FKDQJHV￿
Œ￿ (08 DQG PRQH\￿ZDJH IOH[LELOLW\
%HFDXVH WKH LQWURGXFWLRQ RI WKH HXUR UHSUHVHQWV D PDMRU HFRQRPLF￿SROLF\ UHJLPH VKLIWæ
WKH /XFDV FULWLTXH LV KLJKO\ UHOHYDQWª NH\ EHKDYLRXUDO UHODWLRQVKLSV FRXOG FKDQJHæ VR
WKDW SDVW H[SHULHQFH PD\ RIIHU OLWWOH JXLGH ZKHQ DQDO\VLQJ WKH OLNHO\ FRQVHTXHQFHV RI
WKH (08￿ $ FRPPRQ FODLP LV WKDW ZDJH GLVFLSOLQH ZLOO LQFUHDVH DQG PDNH WKH ODERXU
PDUNHW PRUH IOH[LEOH ıH￿J￿æ 0pOLW]æ ￿￿￿￿￿ 3LVVDULGHVæ ￿￿￿￿￿￿ +RZHYHUæ WKLV GLVFXVVLRQ
RIWHQ FRQIRXQGV GLIIHUHQW DVSHFWV￿ 2QH LPSRUWDQW GLVWLQFWLRQ LV EHWZHHQæ RQ WKH RQH
KDQGæ WKH F\FOLFDO VHQVLWLYLW\ RI WKH HFRQRP\ DQGæ RQ WKH RWKHU KDQGæ HTXLOLEULXP
XQHPSOR\PHQW ıDYHUDJH XQHPSOR\PHQW RYHU WKH EXVLQHVV F\FOH￿￿ 7KH ILUVW DVSHFW KDV
WR GR ZLWK WKH IOH[LELOLW\ RI PRQH\ ZDJHVæ WKH VHFRQG ZLWK WKH DYHUDJH OHYHO RI UHDO
ZDJHV ıDQG WKHLU GLVWULEXWLRQ￿￿ 7KH WZR LVVXHV VKRXOG EH NHSW DSDUWæ EHFDXVH WKHUH LV￿￿
PXFK WR VXJJHVW WKDW WKH FDXVHV RI VKRUW￿WHUP PRQH\￿ZDJH ULJLGLW\ DQG RI SHUPDQHQWO\
KLJK UHDO ZDJH OHYHOV ıDQG UHODWLYH￿ZDJH GLVWRUWLRQV￿ DUH GLIIHUHQW￿
$ VHFRQG LPSRUWDQW GLVWLQFWLRQ GHULYHV IURP WKH ZD\ WKURXJK ZKLFK WKH ZDJH￿VHWWLQJ
SURFHVV FRXOG EH FKDQJHG E\ WKH (08￿ 7KH FKDQJH FDQ FRPH DERXW HLWKHU DV D GLUHFW
UHVSRQVH RI ZDJH VHWWHUV WR WKH VZLWFK LQ PRQHWDU\ SROLF\ UHJLPH ıD GLUHFW PDUNHW
UHVSRQVH￿ RU DV DQ LQGLUHFW UHVSRQVH EHFDXVH JRYHUQPHQWV DUH LQGXFHG WR OHJLVODWH
FKDQJHV LQ ODERXU￿PDUNHW LQVWLWXWLRQV ıZKLFK LV DQ LVVXH RI SROLWLFDO HFRQRP\￿￿
0\ ILUVW TXHVWLRQ LV WR ZKDW H[WHQW H[FKDQJH￿UDWH DQG PRQH\￿ZDJH IOH[LELOLW\ DUH
VXEVWLWXWHVæ VR WKDW RQH FDQ H[SHFW WKH HOLPLQDWLRQ RI H[FKDQJH￿UDWH IOH[LELOLW\ EHWZHHQ
WKH PHPEHUV RI WKH (08 WR EH FRPSHQVDWHG E\ LQFUHDVHG PRQH\￿ZDJH IOH[LELOLW\￿
7KH PDLQ SUREOHP ZKHQ WU\LQJ WR DQVZHU WKLV TXHVWLRQ LV WKH XQVDWLVIDFWRU\ VWDWH RI
NQRZOHGJH LQ JHQHUDO UHJDUGLQJ WKH UHDVRQV IRU PRQH\￿ZDJH LQHUWLD￿ 7KHUH H[LVWV QR
JHQHUDOO\ DFFHSWHG H[SODQDWLRQ RI ZK\ PRQH\ ZDJHV DUH LQIOH[LEOH￿
7R RUJDQLVH WKLQNLQJæ LW LV KHOSIXO WR GLVWLQJXLVK EHWZHHQ WZR GLIIHUHQW W\SHV RI
PRQH\￿ZDJH ULJLGLW\￿ $ ILUVW W\SH DULVHV EHFDXVH PRQH\ ZDJHV DUH VHW IRU IL[HG
FRQWUDFW SHULRGVæ GXULQJ ZKLFK WKH\ DUH QRW FKDQJHG HYHQ LI XQIRUHVHHQ HYHQWV RFFXU￿
$ VHFRQG W\SH RI VWLFNLQHVV LV ZKHQ PRQH\ ZDJHV ıRU WKH UDWH RI PRQH\￿ZDJH JURZWK￿
DUH QRW FKDQJHG HYHQ WKRXJK QHZ ODERXU FRQWUDFWV DUH QHJRWLDWHG￿ 7KH ODWWHU W\SH RI
PRQH\￿ZDJH ULJLGLW\ LV XVXDOO\ DVVRFLDWHG ZLWK UHVLVWDQFH WR PRQH\￿ZDJH FXWV ıRU WR
YHU\ ORZ PRQH\￿ZDJH LQFUHDVHV￿￿
Œ￿￿￿ 0RQH\￿ZDJH ULJLGLW\ DQG ORQJ FRQWUDFW SHULRGV
7KHRULHV RI FRQWUDFW OHQJWK HPSKDVLVH WKH FRVWV RI ZDJH QHJRWLDWLRQV￿ 7KHVH FRVWV DUH
OLNHO\ WR EH RI IDU JUHDWHU PDJQLWXGH WKDQ WKH ƒPHQX FRVWV§ WKDW KDYH EHHQ VWUHVVHG DV
DQ H[SODQDWLRQ RI SULFH ULJLGLW\ª WKH ZDJH EDUJDLQLQJ SURFHVV FRQVXPHV VFDUFH WLPH RI
ERWK ILUP PDQDJHUV DQG XQLRQ RIILFLDOVæ LW PD\ XSVHW ODERXU￿PDQDJHPHQW UHODWLRQVæ
DQG WKHUH LV WKH XOWLPDWH ULVN RI D FRVWO\ ODERXU￿PDUNHW FRQIOLFW￿ 7KH RSWLPDO FKRLFH RI
FRQWUDFW OHQJWK LQYROYHV D WUDGH￿RII EHWZHHQ WKHVH FRVWV DQG WKH FRVWV LQ WHUPV RI
DGGLWLRQDO YDULDWLRQV LQ RXWSXWæ HPSOR\PHQW DQG SURILWV WKDW DULVH ZKHQ ZDJHV FDQQRW
EH DGMXVWHG WR XQDQWLFLSDWHG HYHQWV GXULQJ WKH FRQWUDFW SHULRG ı%DOOæ ￿￿￿￿￿ %DOO HW DO￿æ￿￿
￿￿￿￿￿￿ ,W LV ZHOO￿NQRZQ WKDW ORQJ FRQWUDFW SHULRGV OHDG WR SDUWLFXODUO\ ODUJH DJJUHJDWH
QRPLQDO ZDJH ULJLGLW\ LI EDUJDLQLQJ LV GHFHQWUDOLVHG DQG XQV\QFKURQLVHG￿ :LWK
RYHUODSSLQJ ZDJH FRQWUDFWVæ WKH PRQH\ ZDJHV QHJRWLDWHG LQ QHZ FRQWUDFWV LV WR D ODUJH
H[WHQW WLHG GRZQ E\ D GHVLUH WR DYRLG ODUJH GHYLDWLRQV IURP ZDJHV LQ DOUHDG\ H[LVWLQJ
FRQWUDFWV ı7D\ORUæ ￿￿￿￿￿ %ODQFKDUGæ ￿￿￿￿￿￿
,I (08 PHPEHUVKLS OHDGV WR ODUJHU GHPDQG VKRFNV EHFDXVH FRXQWU\￿VSHFLILF
GLVWXUEDQFHV FDQ QR ORQJHU EH VWDELOLVHG E\ PRQHWDU\ SROLF\ ıRU EHFDXVH WKH FRPPRQ
PRQHWDU\ SROLF\ DIIHFWV WKH YDULRXV PHPEHU HFRQRPLHV GLIIHUHQWO\æ DV UHFHQWO\
VWUHVVHG E\ 5DPDVZDP\ ￿ 6ORHNæ ￿￿￿￿æ DQG ’RUQEXVFK HW DO￿æ ￿￿￿￿￿æ WKH PRGHOV RI
RSWLPDO FRQWUDFW OHQJWK JLYH D FOHDU￿FXW FRQFOXVLRQ￿ %HFDXVH WKH PDUJLQDO FRVW RI ORQJ￿
WHUP ZDJH FRQWUDFWV LQFUHDVHV ZLWK JUHDWHU YDULDELOLW\ LQ GHPDQGæ WKHUH LV DQ LQFHQWLYH
WR UHGXFH FRQWUDFW OHQJWK￿ 7KLV ZRXOG PDNH PRQH\ ZDJHV PRUH IOH[LEOH￿ $W WKH VDPH
WLPHæ WKH LQFUHDVH LQ IOH[LELOLW\ LV QRW OLNHO\ WR EH ODUJH HQRXJK WR SUHYHQW RXWSXW
ıHPSOR\PHQW￿ YDULDELOLW\ IURP LQFUHDVLQJ￿ 7KH ORJLF LV WKH IROORZLQJ￿ $Q LQGLYLGXDO
ILUP ZLOO UHGXFH WKH OHQJWK RI LWV ZDJH FRQWUDFWV RQO\ LI WKH YDULDELOLW\ LQ WKH GHPDQG
IRU LWV SURGXFWV LQFUHDVHV￿ ,I RWKHU ILUPV ZHUH WR LQFUHDVH WKH IOH[LELOLW\ RI WKHLU PRQH\
ZDJHV E\ VR PXFK WKDW YDULDELOLW\ LQ DJJUHJDWH GHPDQGæ DQG WKXV DOVR WKH YDULDELOLW\ LQ
SURGXFW GHPDQG IRU WKH LQGLYLGXDO ILUPæ UHPDLQV XQFKDQJHGæ WKHQ WKH LQGLYLGXDO ILUP
KDV QR ORQJHU DQ\ LQFHQWLYH WR UHGXFH WKH OHQJWK RI LWV ZDJH FRQWUDFWV￿ +HQFHæ LI DOO
ILUPV DUH DOLNHæ DQ LQFUHDVH LQ PRQH\￿ZDJH IOH[LELOLW\ ZKLFK LV VR ODUJH DV WR SUHYHQW
RXWSXW ıHPSOR\PHQW￿ YDULDELOLW\ IURP LQFUHDVLQJ FDQQRW EH DQ HTXLOLEULXP￿
7KH TXDOLWDWLYH FRQFOXVLRQ WKDW ODUJHU GHPDQG VKRFNV VKRXOG LQFUHDVH PRQH\￿ZDJH
IOH[LELOLW\ GRHV QRW WHOO ZKHWKHU WKH TXDQWLWDWLYH HIIHFWV DUH OLNHO\ WR EH ELJ RU VPDOO￿ $
SRVVLEOH UHDVRQ IRU ZK\ WKH TXDQWLWDWLYH HIIHFWV RI (08 PHPEHUVKLS RQ FRQWUDFW
OHQJWK PD\ EH OLPLWHG LV WKH H[LVWHQFH RI H[WHUQDOLWLHVª SDUW RI WKH EHQHILW WR VRFLHW\ RI
D VKRUWHU ZDJH FRQWUDFW LQ D ILUP DFFUXHV WR WKH UHVW RI WKH HFRQRP\æ EHFDXVH WKH
DJJUHJDWH￿GHPDQG IOXFWXDWLRQV WKDW DIIHFW DOO ILUPV DUH UHGXFHG ı%DOOæ ￿￿￿￿￿￿
￿ 7KLV
LQWXLWLRQ RI OLPLWHG HIIHFWV LV FRQILUPHG E\ WKH QXPHULFDO H[DPSOHV LQ %DOO HW DO￿
￿ $V GLVFXVVHG E\ %DOOæ WKHUH PD\ DOVR EH D QHJDWLYH H[WHUQDOLW\ EHFDXVH VKRUWHU FRQWUDFWV LQFUHDVH WKH
YDULDELOLW\ RI WKH UHDO ZDJH LQ HDFK ILUP￿ 7KH UHDVRQ LV WKDW WKH DJJUHJDWH SULFH OHYHO EHFRPHV PRUH
YRODWLOH ZKHQ ZDJHV FDQ EH FKDQJHG PRUH IUHTXHQWO\￿º￿
ı￿￿￿￿￿￿ 7KH\ DVN WKH TXHVWLRQ KRZ LQFUHDVHG GHPDQG YDULDELOLW\ ZLOO DIIHFW UHDO RXWSXW
YDULDELOLW\ ZKHQ RQH WDNHV WKH HQGRJHQRXV UHVSRQVH RI WKH OHQJWK RI ZDJH FRQWUDFWV
LQWR DFFRXQW￿ $FFRUGLQJ WR WKHLU PRGHOæ IRU H[DPSOHæ DQ LQFUHDVH LQ WKH VWDQGDUG
GHYLDWLRQ RI QRPLQDO *13 JURZWK IURP Œ SHU FHQW ıURXJKO\ WKH UHOHYDQW ILJXUH IRU WKH
SRVW￿ZDU SHULRG LQ WKH 86￿ WR Ł SHU FHQWæ ZRXOG DW D º SHU FHQW UDWH RI LQIODWLRQ RQO\
UHGXFH WKH HIIHFW RQ UHDO RXWSXW RI D ￿ SHU FHQW FKDQJH LQ GHPDQG IURP ￿￿Ø￿ WR ￿￿Ø￿ SHU
FHQW￿ 7KLV LPSOLHV WKDW WKH ƒQHW§ LQFUHDVH LQ RXWSXW YDULDELOLW\ LV DURXQG ￿￿ SHU FHQW RI
WKH ƒJURVV§ LQFUHDVH LQ GHPDQG YDULDELOLW\￿
￿
$QRWKHU FRQVLGHUDWLRQ FRQFHUQV WKH GLVWLQFWLRQ EHWZHHQ LQVLGHUV DQG RXWVLGHUV LQ WKH
ODERXU PDUNHW￿ :LWK ORZ DQG VWDEOH LQIODWLRQæ ORQJ￿WHUP ZDJH FRQWUDFWV DOVR OHDG WR
VWDEOH DQG SUHGLFWDEOH UHDO ZDJHV￿ (PSOR\HG LQVLGHUV ZLWK OLWWOH XQHPSOR\PHQW ULVN
PD\ WKHUHIRUH KDYH D VWURQJ SUHIHUHQFH IRU ORQJ￿WHUP ZDJH FRQWUDFWV HYHQ LI WKLV
HQWDLOV ODUJHU HPSOR\PHQW YDULDELOLW\ª WKH FRVWV RI WKLV ZLOO PDLQO\ IDOO RQ RWKHU JURXSV
ıRXWVLGHUV￿ ZLWK ZHDNHU DIILOLDWLRQ WR WKH ODERXU PDUNHW ı*RWWIULHVæ ￿￿￿º￿￿ 7R WKH
H[WHQW WKDW LQVLGHUV GRPLQDWH ZDJH VHWWLQJæ WKLV LV OLNHO\ WR UHGXFH WKH LPSDFW RQ
PRQH\￿ZDJH IOH[LELOLW\ RI (08 PHPEHUVKLS￿
Œ￿ º￿ ’RZQZDUG PRQH\￿ZDJH ULJLGLW\
$ VHFRQG W\SH RI ULJLGLW\ DULVHV LI WKHUH LV UHVLVWDQFH WR PRQH\￿ZDJH FKDQJHVæ YL]￿
PRQH\￿ZDJH FXWVæ LQ JHQHUDOæ VR WKDW WKHUH DUH GLIILFXOWLHV RI DGMXVWLQJ PRQH\ ZDJHV
DOVR ZKHQ QHZ ZDJH FRQWUDFWV DUH QHJRWLDWHG￿ +HUHæ WKHUH H[LVW VHYHUDO DWWHPSWV DW
H[SODQDWLRQ￿
$ ILUVW W\SH RI UHDVRQLQJ HPSKDVLVHV FR￿RUGLQDWLRQ IDLOXUHV￿ $ ZLGHO\ TXRWHG
IRUPXODWLRQ LV GXH WR .H\QHV ı￿￿Œ￿￿￿ +H DUJXHG WKDW WKH FRQFHUQV RI HPSOR\HHV RYHU
UHODWLYH ZDJHV ZRXOG PDNH WKHP RSSRVH PRQH\￿ZDJH UHGXFWLRQVæ XQOHVV DOO ZDJHV
FRXOG EH FXW VLPXOWDQHRXVO\ VR DV WR SUHVHUYH H[LVWLQJ ZDJH GLIIHUHQWLDOV￿ %HFDXVH
VXFK FR￿RUGLQDWLRQ LV GLIILFXOWæ QRPLQDO ZDJHV WHQG WR EH ULJLG GRZQZDUGV￿
￿ , QW K HH [ D P S O H æW K HV W D Q G D U GG H Y L D W L R QR IG H P D Q GL Q F U H D V H VZ L W K￿ ￿ ￿ Ł ￿ ￿ ￿ ￿ Œ⁄￿ ￿ ￿S H UF H Q W ￿7 K H
LQFUHDVH LQ WKH VWDQGDUG GHYLDWLRQ RI UHDO RXWSXW LV ￿￿￿Ł [ ￿￿Ø￿￿￿￿￿Œ [ ￿￿Ø￿  Ø￿ SHU FHQW￿ 7KXVæ DV PXFKº￿
$ PRGHUQ YHUVLRQ RI WKH FR￿RUGLQDWLRQ￿IDLOXUH DUJXPHQW KDV EHHQ DGYDQFHG E\ %DOO ￿
5RPHU ı￿￿￿￿￿￿ 7KH\ VWUHVV KRZ WKH EHQHILW RI FKDQJLQJ WKH ZDJH ıSULFH￿ LQ DQ
LQGLYLGXDO ILUP GHSHQGV RQ ZKHWKHU RWKHU ILUPV GR WKH VDPH ıƒVWUDWHJLF
FRPSOHPHQWDULW\§￿￿ :LWK VPDOO GHPDQG VKRFNVæ ZDJH DGMXVWPHQW FRVWV PD\ PDNH LW
XQSURILWDEOH IRU HDFK ILUP WR FKDQJH WKH ZDJH LQGHSHQGHQWO\ RI ZKDW KDSSHQV LQ RWKHU
ILUPV￿ :LWK YHU\ ODUJH VKRFNVæ LW ZLOO DOZD\V SD\ WR DGMXVW WKH ZDJH HYHQ LI RWKHUV GR
QRW￿ %XW IRU VKRFNV RI LQWHUPHGLDWH VL]Hæ WKHUH PD\ EH D QHW JDLQ IRU WKH LQGLYLGXDO
ZDJH VHWWHU WR DGMXVW RQO\ LI RWKHUV GR WKH VDPH￿ 7KLV JLYHV ULVH WR PXOWLSOH HTXOLEULD￿
$ VHFRQG W\SH RI H[SODQDWLRQ FRQVLGHUV H[SOLFLWO\ WKH EDUJDLQLQJ JDPH EHWZHHQ
HPSOR\HUV DQG HPSOR\HHV ı+ROGHQæ ￿￿￿Ø￿ ￿￿￿￿￿￿ ,W QRWHV WKDW RSHQ ODERXU￿PDUNHW
FRQIOLFW LV QRW WKH RQO\ DOWHUQDWLYH WR DJUHHPHQW RQ D QHZ ZDJH FRQWUDFW￿ ,QVWHDGæ WKH
FRPPRQ SUDFWLFH LV DOPRVW HYHU\ZKHUH WKDW SURGXFWLRQ FRQWLQXHV ZLWK WKH VDPH
PRQH\ ZDJH DV LQ WKH ROG FRQWUDFW XQWLO D QHZ RQH LV FRQFOXGHG￿ ,Q VRPH FRXQWULHVæ
VXFK ƒKROG￿RXW§ LV D OHJDO VWLSXODWLRQæ LQ RWKHUV LW LV D VRFLDO FRQYHQWLRQ￿ +ROGHQ ı￿￿￿Ø￿
VKRZV WKDW WKH FRQVHTXHQFH PD\ EH QRPLQDO ZDJH ULJLGLW\ª LI WKHUH LV RQO\ D PRGHUDWH
FKDQJH LQ QRPLQDO GHPDQG UHODWLYH WR WKH HDUOLHU ZDJHæ LW ZLOO SD\ QHLWKHU IRU XQLRQV
QRU IRU HPSOR\HUV WR LQLWLDWH D ODERXU￿PDUNHW FRQIOLFW WR FKDQJH WKH ZDJH￿ ,Q SULQFLSOHæ
WKLV FRXOG OHDG WR ERWK XSZDUG DQG GRZQZDUG PRQH\￿ZDJH ULJLGLW\￿ %XW WKHUH FRXOG EH
D ELDV WRZDUGV GRZQZDUG VWLFNLQHVV LI HPSOR\HHV KDYH ODUJHU SRVVLELOLWLHV WKDQ
HPSOR\HUV RI LQIOLFWLQJ GDPDJH RQ WKH RWKHU SDUW\ GXULQJ D KROG￿RXW￿ 7KLV LV WKH FDVH LI
HPSOR\HHV FDQ UHGXFH RXWSXW E\ ZRUNLQJ WR UXOH RU ORZHULQJ HIIRUW LQ RWKHU ZD\Væ
ZKHUHDV WKH HPSOR\HU LV REOLJHG WR SD\ RXW WKH HDUOLHU PRQH\ ZDJH￿ ,I VRæ WKH HDUOLHU
PRQH\ ZDJH ZRUNV DV WKH IDOO￿EDFN SRVLWLRQ RI ZRUNHUV LQ EDUJDLQLQJæ ZLWK WKH
FRQVHTXHQFH WKDW LW PD\ DOZD\V EH SRVVLEOH IRU WKHP WR DFKLHYH VRPH PRQH\￿ZDJH
JURZWK ı+ROGHQæ ￿￿￿￿￿￿
$W K L U GSV\FKRORJLFDO OLQH RI DUJXPHQW VWUHVVHV LQVWHDG KRZ PRQH\￿ZDJH FXWV FRQIOLFW
ZLWK VRFLDO QRUPV DERXW IDLUQHVV￿ )LUPV GR QRW FXW PRQH\ ZDJHV EHFDXVH WKLV ZRXOG
KDYH D QHJDWLYH LPSDFW RQ PRUDOH DQG UHGXFH SURGXFWLYLW\ ı6RORZæ ￿￿￿￿￿ $NHUORIæ
￿￿￿º￿ $NHUORI ￿ <HOOHQæ ￿￿￿￿￿￿ 7KLV UHDVRQLQJ LV UHJDUGHG E\ PDQ\ HFRQRPLVWV DV
DV DERXW Ø￿￿￿￿ | ￿￿￿ RI DQ\ LQFUHDVH LQ WKH YDULDELOLW\ RI GHPDQG LV SDVVHG RQ WR UHDO RXWSXW DIWHU
DFFRXQW KDV EHHQ WDNHQ RI LQFUHDVHG QRPLQDO IOH[LELOLW\￿ºº
SUREOHPDWLFæ EHFDXVH QR RUGLQDU\ UDWLRQDO￿EHKDYLRXU H[SODQDWLRQ LV SURYLGHG RI WKH
VRFLDO QRUPV WKHPVHOYHV￿ +RZHYHUæ LW LV KDUG WR VLGHVWHS WKH DPSOH VXUYH\ HYLGHQFH
WKDW HPSOR\HUV GR SHUFHLYH VXFK D OLQN EHWZHHQ PRQH\￿ZDJH FXWV DQG SURGXFWLYLW\
ıH￿J￿æ %OLQGHU ￿ &KRLæ ￿￿￿￿￿ %HZOH\æ ￿￿￿Ł￿ $JHOO ￿ /XQGERUJæ ￿￿￿Ł￿ &DPSEHOO DQG
.DPODQLæ ￿￿￿￿￿￿ ,Q WKH ZRUGV RI %HZOH\ ı￿￿￿￿￿æ ƒZRUNHUV LQWHUSUHW SD\ FXWV DV LQVXOWVæ
HYHQ LI HYHU\RQH'V SD\ LV FXWæ EHFDXVH WKH SUDFWLFH RI UHZDUGLQJ HIIRUW DQG OR\DOW\
WKURXJK SD\ LQFUHDVHV OHDGV SHRSOH WR DVVRFLDWH WKHP ZLWK DSSUHFLDWLRQ RI WKHLU ZRUWK
WR WKH FRPSDQ\§￿ (YHQ WKRXJK OD\￿RIIV PD\ DOVR EH DVVRFLDWHG ZLWK DGYHUVH PRUDOH
HIIHFWVæ WKHVH PD\ EH VPDOOHU DQG PRUH VKRUW￿OLYHGæ EHFDXVH ƒWKH\ JHW WKH PLVHU\ RXW RI
WKH GRRU§ ı%HZOH\æ ￿￿￿￿￿￿
,W LV PRUH GLIILFXOW WR SUHGLFW KRZ WKH JHQHUDO W\SH RI PRQH\￿ZDJH ULJLGLW\ WKDW ,
GLVFXVV LQ WKLV VHFWLRQ VKRXOG EH DIIHFWHG E\ (08 PHPEHUVKLS WKDQ WKH ULJLGLW\
IROORZLQJ IURP ORQJ FRQWUDFW SHULRGV￿ $FFRUGLQJ WR ERWK WKH FR￿RUGLQDWLRQ￿IDLOXUH
PRGHO RI %DOO ￿ 5RPHU ı￿￿￿￿￿ DQG WKH KROG￿RXW PRGHO RI +ROGHQ ı￿￿￿Ø￿æ WKHUH ZLOO EH
PRUH FDVHV ZLWK ZDJH DGMXVWPHQWV LI PDFURHFRQRPLF VKRFNV EHFRPH ODUJHU￿ 7KH
LQFHQWLYH IRU FR￿RUGLQDWLRQ ZRXOG DOVR EH VWURQJHU ZLWK ODUJHU VKRFNVæ DOWKRXJK ZH
KDYH OLWWOH NQRZOHGJH DERXW WKH GHWHUPLQDQWV RI WKH GHJUHH RI FR￿RUGLQDWLRQ RI ZDJH
EDUJDLQLQJ￿ %DOO ￿ 5RPHU ı￿￿￿￿￿ VXJJHVW WKDW WKH PRVW LPSRUWDQW IDFWRU PD\ EH
KLVWRU\ UDWKHU WKDQ ƒWKH XQGHUO\LQJ QDWXUHV RI HFRQRPLHV§￿
,W LV SUREDEO\ WKH PRVW GLIILFXOW WR SUHGLFW KRZ WKH (08 ZLOO DIIHFW PRQH\￿ZDJH
IOH[LELOLW\ LI RQH DGRSWV WKH SV\FKRORJLFDO OLQH RI DUJXPHQW￿ 7KH FRVW RI UHVLVWDQFH WR
PRQH\￿ZDJH FXWV ZLOOæ RI FRXUVHæ EH JUHDWHU LI WKH (08 PHDQV ODUJHU QHW VKRFNV IRU
WKH LQGLYLGXDO FRXQWU\￿ %XW EHFDXVH ZH FDQQRW H[SODLQ WKH GHYHORSPHQW RI VRFLDO
QRUPVæ DQ\ GLVFXVVLRQ RI WKH OLNHO\ HIIHFWV LV KLJKO\ VSHFXODWLYH￿ $ SRVVLEOH FRQMHFWXUH
LV WKDW WKH FKDQJH LQ WKH H[WHQW RI PDFURHFRQRPLF IOXFWXDWLRQV ZRXOG EH WRR VPDOO WR
ƒURFN§ HVWDEOLVKHG QRUPV￿ 6XFK D MXGJHPHQW ZRXOG UHFHLYH VRPH VXSSRUW IURP WKH
H[SHULHQFHV WKDW PRQH\￿ZDJH FXWV DUH UHJDUGHG DV DFFHSWDEOH RQO\ ZKHQ VKRFNV DUH VR
ODUJH WKDW WKH VXUYLYDO RI WKH LQGLYLGXDO ILUP LV WKUHDWHQHG ı$JHOO ￿ /XQGERUJæ ￿￿￿Ł￿
%HZOH\æ ￿￿￿￿￿￿ 2QH FRXOG DOVR FRQMHFWXUH WKDW DQ\ FKDQJHV LQ VRFLDO QRUPV WDNH D ORQJ
WLPH WR RFFXU￿ ,I RQH LQVWHDG DGRSWV WKH +ROGHQ ı￿￿￿￿￿ H[SODQDWLRQ RI PRQH\ ZDJHV LQºŒ
HDUOLHU FRQWUDFWV DV D IORRU ıEHFDXVH WKH\ GHWHUPLQH WKH IDOO￿EDFN SRVLWLRQ RI ZRUNHUV LQ
QHZ QHJRWLDWLRQV￿æ WKHUH VHHPV WR EH OLWWOH UHDVRQ WR H[SHFW WKH (08 WR FKDQJH WKLV￿
Œ￿Œ￿ (FRQRPLF SROLF\ DQG PRQH\￿ZDJH ULJLGLW\
0\ GLVFXVVLRQ KDV VR IDU GHDOW ZLWK WKH PDUNHW UHVSRQVHV RI ZDJH VHWWHUV￿ $QRWKHU
LVVXH LV ZKHWKHU JRYHUQPHQW SROLF\ FDQ FRQWULEXWH WR PRUH PRQH\￿ZDJH IOH[LELOLW\￿ $V
GLVFXVVHG LQ VHFWLRQ Œ￿￿æ WKHUH ZRXOG H[LVW DQ LQFHQWLYH IRU JRYHUQPHQW DFWLRQ WR WKH
H[WHQW WKDW WKH VRFLDO EHQHILWV RI PRUH PRQH\￿ZDJH IOH[LELOLW\ LQ WKH (08 RXWZHLJK
WKH SULYDWH EHQHILWV WR ZDJH VHWWHUV￿ %XW WKH LQVXIILFLHQW XQGHUVWDQGLQJ RI WKH FDXVHV RI
PRQH\￿ZDJH ULJLGLW\ PDNHV LW GLIILFXOW WR SUHVFULEH DSSURSULDWH DFWLRQ￿
2QH SRVVLEOH UROH IRU JRYHUQPHQWV PLJKW EH WR FR￿RUGLQDWH H[SHFWDWLRQV E\
IRUPXODWLQJ DQG FRPPXQLFDWLQJ ZDJH QRUPV WR HPSOR\HUV DQG XQLRQV￿ 7KLV ZRXOG
DPRXQW WR D ORRVH IRUP RI LQFRPHV SROLF\ DQG KDV EHHQ WULHG LQ YDULRXV IRUPV LQ
GLIIHUHQW FRXQWULHV￿ 2QH H[DPSOH LV WKH VR FDOOHG 5HKQEHUJ &RPPLVVLRQ LQ 6ZHGHQæ
ZKLFK LQ WKH GHHS GRZQVZLQJ RI ￿￿￿￿￿￿º ZDV JLYHQ WKH WDVN RI WU\LQJ WR GHFHOHUDWH
PRQH\￿ZDJH JURZWK DQG V\QFKURQLVH FRQWUDFW SHULRGV ı&DOPIRUV HW￿ DOæ ￿￿￿￿￿￿ 7KHUH
H[LVWVæ KRZHYHUæ QR HFRQRPHWULF HYLGHQFH VXJJHVWLQJ D ODUJHU IDOO LQ PRQH\￿ZDJH
LQFUHDVHV LQ WKRVH \HDUV WKDQ FDQ EH H[SODLQHG E\ WKH ULVH LQ XQHPSOR\PHQW ı)RUVOXQGæ
￿￿￿Ł￿ +ROGHQ ￿ 1\PRHQæ ￿￿￿￿￿ 5|GVHWK ￿ 1\PRHQæ ￿￿￿￿￿￿ 1HHGOHVV WR VD\æ VXFK
DWWHPSWV DW FR￿RUGLQDWLRQ GR QRW DSSHDU D SROLF\ RSWLRQ LQ FRXQWULHV ZLWK YHU\
GHFHQWUDOLVHG EDUJDLQLQJ V\VWHPVæ VXFK DV WKH 8.￿
3URILW VKDULQJ FDQ EH VHHQ DV D ZD\ RI LQGXFLQJ PRUH PRQH\￿ZDJH IOH[LELOLW\ WR WKH
H[WHQW WKDW LW PDNHV D IUDFWLRQ RI HPSOR\HH FRPSHQVDWLRQ YDULDEOH￿ 6XFK DUUDQJHPHQWV
FDQ EH VWLPXODWHG E\ WD[LQJ SURILW VKDUHV DW ORZHU UDWHV WKDQ RUGLQDU\ ZDJH LQFRPH RU
JLYLQJ WD[ EUHDNV WR HPSOR\HH VWRFN RZQHUVKLS SODQV ıDV LQ WKH 8. DQG WKH 86￿￿ %XW
WKH VFKHPHV PXVW EH FRQVWUXFWHG LQ VXFK D ZD\ WKDW PHUH UHFODVVLILFDWLRQ RI ZKDW LV
UHDOO\ IL[HG PRQH\ ZDJHV WR UHDS WKH WD[ EHQHILWV LV DYRLGHG￿
,W LV OHVV FOHDU WR ZKLFK H[WHQW ODERXU￿PDUNHW UHIRUP RI WKH W\SH WKDW KDV EHHQ SURSRVHG
WR UHGXFH (XURSHDQ VWUXFWXUDO XQHPSOR\PHQWæ VXFK DV OHVV JHQHURXV XQHPSOR\PHQW
EHQHILWV ıVHH VHFWLRQ Ø￿æ FDQ DIIHFW PRQH\￿ZDJH ULJLGLW\￿ 0RGHOV RI WKLV KDYH QRW \HWºØ
EHHQ ZRUNHG RXW￿ %XW RQH FRXOG FRQMHFWXUH WKDW WKHUH PLJKW EH VXFK DQ HIIHFW￿ )RU
H[DPSOHæ LQ WKH PRGHOV RI RSWLPDO FRQWUDFW OHQJWKæ WKH FRVW RI HPSOR\PHQW UHGXFWLRQV
ıWR HPSOR\HHV￿ VKRXOG EH ODUJHUæ WKH OHVV JHQHURXV DUH XQHPSOR\PHQW EHQHILWV￿ 7KLV




7KHUH LV OLWWOH HPSLULFDO NQRZOHGJH WKDW FDQ EH EURXJKW WR EHDU RQ WKH LVVXH RI PRQH\￿
ZDJH IOH[LELOLW\ LQ WKH (08￿ %XW D IHZ REVHUYDWLRQV FDQ EH PDGH￿
$OWKRXJK WKH 86 UHSUHVHQWV D FXUUHQF\ XQLRQ ıDQG KDV WKH W\SH RI GHUHJXODWHG ODERXU
PDUNHW WKDW LV XVXDOO\ SURSRVHG DV D UHPHG\ IRU WKH KLJK XQHPSOR\PHQW LQ WKH (8￿æ
PRVW VWXGLHV KDYH IRXQG D KLJKHU GHJUHH RI QRPLQDO ZDJH VWLFNLQHVV WKDQ LQ (XURSH
ıH￿J￿æ *UXEE HW DO￿æ ￿￿￿Œ￿ %UXQR ￿ 6DFKVæ ￿￿￿Ł￿ /D\DUG HW DO￿æ ￿￿￿￿￿ %DOOæ ￿￿￿Ø￿￿ 8QLRQ
ZDJH FRQWUDFWV WHQG WR EH ORQJ￿WHUP ıRIWHQ WKUHH￿\HDU￿ DQG RYHUODSSLQJ￿ 7\SLFDOO\æ RQH
DOVR ILQGV D EXQFKLQJ RI QRPLQDO￿ZDJH LQFUHDVHV IRU LQGLYLGXDOV DURXQG ]HURæ ZKLFK LV
FRQVLVWHQW ZLWK DQ LPSRUWDQW GHJUHH RI GRZQZDUG PRQH\￿ZDJH ULJLGLW\ ıH￿J￿æ &DUG ￿
+\VORSæ ￿￿￿￿￿ $NHUORI HW DO￿æ ￿￿￿￿￿￿
$ SRVVLEOH UHDVRQ IRU VPDOOHU QRPLQDO ZDJH IOH[LELOLW\ LQ WKH 86 WKDQ LQ (XURSH FRXOG
EH WKDW DV\PPHWULF GHPDQG VKRFNV DUH VPDOOHU￿ ,QGHHGæ %D\RXPL DQG (LFKHQJUHHQ
ı￿￿￿Œ￿ IRXQG WKLV WR EH WKH FDVHæ EXW WKH GLIIHUHQFH ZDV VPDOO￿ $QRWKHU SRVVLEOH UHDVRQ
FRXOG EH WKH H[LVWHQFH RI RWKHU DGMXVWPHQW PHFKDQLVPV WKDW FDQ VXEVWLWXWH IRU PRQH\￿
ZDJH IOH[LELOLW\æ YL]￿ KLJK ODERXU PRELOLW\￿ %XW WKLV DUJXPHQW LV QRW FRQVLVWHQW ZLWK WKH
ILQGLQJ WKDW UHJLRQDO SULFH DGMXVWPHQWV VHHP WR SOD\ D YHU\ VPDOO UROH LQVLGH FRXQWULHV
OLNH *HUPDQ\ DQG ,WDO\ ıDQG &DQDGD￿ ZLWK ORZ GHJUHVV RI ODERXU PRELOLW\ ı2EVWIHOG ￿
3HULæ ￿￿￿￿￿￿ 6R WKH XSVKRW LV WKDW WKH 86 FDVH ZRXOG VHHP WR ZDUQ DJDLQVW WRR ODUJH
RSWLPLVP UHJDUGLQJ PRQH\￿ZDJH IOH[LELOLW\ LQ WKH (08￿
￿￿ 7KH IOLS VLGH RI WKH DUJXPHQW LV WKDW ORZ XQHPSOR\PHQW EHQHILWV DOVR LQFUHDVH WKH JDLQ IURP
HPSOR\PHQW LQFUHDVHV￿ %XW WR WKH H[WHQW WKDW ZDJH VHWWLQJ LV GRPLQDWHG E\ HPSOR\HG LQVLGHUVæ RQH
ZRXOG H[SHFW WKLV HIIHFW WR EH RI OHVV LPSRUWDQFH IRU FRQWUDFW OHQJWK WKDQ WKH HIIHFW RI D ODUJHU FRVW RI
HPSOR\PHQW GHFUHDVHV￿ºŁ
$QRWKHU REVHUYDWLRQ LV WKDW LW KDV QRW EHHQ SRVVLEOH WR HVWDEOLVK DQ\ VWURQJ OLQNV
EHWZHHQ WKH DPRXQW RI QRPLQDO VKRFNV DQG LQGLFDWLRQV RI QRPLQDO ZDJH IOH[LELOLW\￿
/D\DUG HW DO￿ ı￿￿￿￿￿ ILQG RQO\ D ZHDN VXFK DVVRFLDWLRQ IRU WKH 2(&’ FRXQWULHV￿ %DOO HW
DO￿ ı￿￿￿￿￿ XVH D ODUJHU VDPSOH RI FRXQWULHVæ EXW WKH GDWD UHMHFW WKHLU WKHRUHWLFDO
SURSRVLWLRQ WKDW D VKRFN RI JLYHQ VL]H LV DVVRFLDWHG ZLWK VPDOOHU UHDO RXWSXW HIIHFWV
ZKHQ QRPLQDO *13 JURZWK LV PRUH YDULDEOH￿
7KH (XURSHDQ H[SHULHQFHV RI WKH ODVW WZR GHFDGHV JLYH VRPH H[DPSOHV ZKHUH
FRXQWULHV WKDW KDYH SHJJHG WKHLU FXUUHQFLHV WR WKH *HUPDQ PDUN KDYH DFKLHYHG YHU\
ORZ UDWHV RI QRPLQDO ZDJH JURZWK DOVR LQ FRPSDULVRQ WR *HUPDQ\ ı$XVWULDæ %HOJLXPæ
WKH 1HWKHUODQGVæ DQG )UDQFH￿￿ %XW QRW HYHQ LQ %HOJLXP DQG WKH 1HWKHUODQGVæ ZKHUH
ZDJH PRGHUDWLRQ KDV EHHQ WKH PRVW SURQRXQFHGæ KDYH WKH DQQXDO UDWHV RI HDUQLQJV
JURZWK LQ DQ\ VLQJOH \HDU IDOOHQ EHORZ ￿ SHU FHQW ı)LJXUH ￿￿￿ ,Q $XVWULD DQG )UDQFHæ WKH
ORZHVW UDWHV RI QRPLQDO ZDJH LQFUHDVH KDYH EHHQ EHWZHHQ Œ DQG Ø SHU FHQW ı)LJXUH ￿￿￿
0RUHRYHUæ IRU PRVW (8 FRXQWULHV ıZLWK WKH H[FHSWLRQ RI ,WDO\￿æ WKH FRQVWUDLQWV RQ
H[FKDQJH￿UDWH FKDQJHV LPSRVHG E\ (50 PHPEHUVKLS GLG QRW VHHP WR UHGXFH WKH
XQHPSOR\PHQW FRVWV RI EULQJLQJ GRZQ LQIODWLRQ LQ WKH ￿￿￿￿V ı(JHER ￿ (QJODQGHUæ
￿￿￿º￿￿
$Q LQWHUHVWLQJ H[DPSOH LV SURYLGHG E\ )LQODQGæ ZKHUH WKH FHQWUDO ODERXU￿PDUNHW
RUJDQLVDWLRQV FDPH YHU\ FORVH WR DJUHHLQJ RQ QRPLQDO ZDJH UHGXFWLRQV DFURVV WKH
ERDUG LQ WKH GHHS UHFHVVLRQ RI ￿￿￿￿￿ 7KHVH ZDJH FXWV ZHUH QHYHU LPSOHPHQWHGæ
EHFDXVH VSHFXODWLRQ DJDLQVW WKH )LQQLVK PDUN WULJJHUHG D GHSUHFLDWLRQ ZKHQ RQH RI WKH
PDMRU WUDGH XQLRQV EHJDQ WR YRLFH FRQFHUQV RYHU WKH DJUHHPHQW￿ 7KHUH DUH GLIIHUHQW
ZD\V WR UHDG WKLV H[SHULHQFH￿ 2QH LV WKDW D FHQWUDOLVHG ZDJH￿VHWWLQJ V\VWHP PD\ LQGHHG
EH FDSDEOH RI GHOLYHULQJ QRPLQDO ZDJH UHGXFWLRQVæ LI D VLQJOH FXUUHQF\ ZRXOG UXOH RXW
WKH SRVVLELOLW\ RI QRPLQDO H[FKDQJH￿UDWH GHSUHFLDWLRQV￿ $QRWKHU LQWHUSUHWDWLRQ LV WKDW
WKH LQFHQWLYHV IRU VRPH SDUW\ WR UHQHJH RQ VXFK FR￿RUGLQDWLRQ FDQQRW EH UHVLVWHG HYHQ
LQ VXFK DQ H[WUHPH UHFHVVLRQ DV RFFXUUHG LQ )LQODQGæ ZKHQ XQHPSOR\PHQW URVH IURP
Œ￿Ł SHU FHQW LQ ￿￿￿￿ WR ￿￿￿Ø SHU FHQW LQ ￿￿￿Œ￿
+RZHYHUæ LW VKRXOG EH QRWHG WKDW WKH ODERXU PDUNHW RUJDQLVDWLRQV LQ )LQODQG KDYH
H[SOLFLWO\ UXOHG RXW IXWXUH QRPLQDO ZDJH FXWV LQ D MRLQW GHFODUDWLRQ RQ WKH (08æ HYHQº￿
WKRXJK WKH\ VKRZ D KLJK GHJUHH RI DZDUHQHVV RI WKH ULVN RI DV\PPHWULF VKRFNV
ıEHFDXVH RI WKH ODUJH LPSRUWDQFH RI WKH IRUHVW VHFWRU LQ WKH )LQQLVK HFRQRP\￿￿
￿￿ %XW DW
WKH VDPH WLPHæ XQLRQV DQG HPSOR\HUV KDYH DJUHHG WR SURPRWH SURILW￿UHODWHG SD\ DQG
WKH HVWDEOLVKPHQW RI ƒSHUVRQQHO IXQGV§ DW WKH FRPSDQ\ OHYHO LQ RUGHU WR LQFUHDVH WKH
IOH[LELOLW\ RI ZDJH FRVW LQ WKH (08￿
￿º 6LPLODUO\æ 6ZHGLVK WUDGH XQLRQ HFRQRPLVWV KDYH
H[SUHVVHG DQ LQWHUHVW LQ SURILW￿VKDULQJ DUUDQJHPHQWV DW WKH QDWLRQDO OHYHO DV D ZD\ RI
SUHSDULQJ (08 PHPEHUVKLS￿
￿Œ 7KLV PD\ VXJJHVW WKDW LW FRXOG EH HDVLHU WR DFKLHYH
LQFUHDVHG QRPLQDO ZDJH IOH[LELOLW\ WKURXJK WKH H[ DQWH HVWDEOLVKPHQW RI DQ
LQVWLWXWLRQDO V\VWHP IRU FRQWLQJHQW SD\ WKDQ WKURXJK H[ SRVW QHJRWLDWLRQV RQ RUGLQDU\
ZDJHV￿
$Q LPSRUWDQW REVHUYDWLRQ LV WKDW SURILW￿UHODWHG SD\ LQYROYHV GLIIHUHQW WUDGH￿RIIV WKDQ
WKH FKRLFH RI RSWLPDO FRQWUDFW OHQJWK ıVHH VHFWLRQ Œ￿￿￿￿ 2QFH WKH V\VWHP LV VHW XSæ WKHUH
VKRXOG EH QR EDUJDLQLQJ FRVWV VXFK DV ZKHQ D QHZ ZDJH FRQWUDFW LV QHJRWLDWHGæ EXW WKH
YDULDELOLW\ RI UHDO FRPSHQVDWLRQ IRU LQVLGHUV LV OLNHO\ WR EH ODUJHU IURP SURILW VKDULQJ
WKDQ IURP PRUH VKRUW￿WHUP ZDJH FRQWUDFWV WR WKH H[WHQW WKDW UHGXFWLRQV LQ WRWDO
FRPSHQVDWLRQ DUH DOORZHG￿ ,W LV DOVR SRVVLEOH WKDW SURILW VKDULQJ OHDGV WR KLJKHU
SURGXFWLYLW\ DQG WKXV WR KLJKHU DYHUDJH UHDO ZDJHV RYHU WKH EXVLQHVV F\FOH ı)UHHPDQæ
￿￿￿￿￿￿
,Q VXPæ WKHUH DUH VRPH JRRG DUJXPHQWV ZK\ (08 PHPEHUVKLS FRXOG OHDG WR PRUH
PRQH\￿ZDJH IOH[LELOLW\￿ %XW WKHUH LV JHQXLQH XQFHUWDLQW\ RQ KRZ TXDQWLWDWLYHO\
LPSRUWDQW WKH LPSDFW LV OLNHO\ WR EH￿ ,W FDQ YHU\ ZHOO EH WKDW WKH HIIHFW RI (08
PHPEHUVKLS RQ QRPLQDO ZDJH IOH[LELOLW\ ZLOO EH RYHUVKDGRZHG E\ WKH HIIHFW RI PXFK
ORZHU LQIODWLRQ WKDQ LQ WKH SDVW￿ 7KH UHDVRQ LV WKDW LQIODWLRQ PD\ EH D PXFK PRUH
LPSRUWDQW GHWHUPLQDQW RI PRQH\￿ZDJH IOH[LELOLW\ WKDQ WKH DPRXQW RI GHPDQG VKRFNV￿
7KHUH DUH DW OHDVW WZR UHDVRQV WR H[SHFW ORZHU LQIODWLRQ WR UHGXFH PRQH\￿ZDJH
IOH[LELOLW\￿ )LUVWæ WR WKH H[WHQW WKDW GRZQZDUG PRQH\￿ZDJH ULJLGLW\ LV LPSRUWDQWæ WKH
￿￿ 6WlOOQLQJVWDJDQGH WLOO GHQ (XURSHLVND (NRQRPLVND RFK 0RQHWlUD 8QLRQHQV LQYHUNDQ Sn
YHUNVDPKHWVSULQFLSHUQD Sn DUEHWVPDUNQDGHQ ı￿￿￿￿￿￿ 1RPLQDO ZDJH GHFUHDVHV DUH DOVR GHQRXQFHG LQæ
IRU H[DPSOHæ D EDFNJURXQG SDSHU IURP WKH )LQQLVK &RQIHGHUDWLRQ RI /DERXUæ ZKLFK GLVFXVVHV WKH
SRVVLELOLW\ RI LQWHUQDO H[FKDQJH￿UDWH GHSUHFLDWLRQV ı%ROGWæ ￿￿￿￿￿￿
￿º 3HUVRQDOIRQGHU VDPW DQGUD IULYLOOLJD (08￿EXIIHUWDU Sn I|UHWDJVQLYn ı￿￿￿￿￿￿º￿
IDFW WKDW ORZ LQIODWLRQ PHDQV RQO\ D VPDOO GLVWDQFH ıSURGXFWLYLW\ JURZWK SOXV LQIODWLRQ￿
WR ]HUR PRQH\￿ZDJH JURZWK SURYLGHV DQ LPSRUWDQW UHVWULFWLRQ￿ 6HFRQGæ ORZ LQIODWLRQ
PHDQV DQ LQFHQWLYH IRU ORQJHU ZDJH FRQWUDFWVæ EHFDXVH PRQH\ ZDJHV WKHQ QHHG WR EH
DGMXVWHG OHVV IUHTXHQWO\ DQG WKH YDULDELOLW\ RI LQIODWLRQ LV OLNHO\ WR EH VPDOOHU￿ ,QGHHGæ
%DOO HW DO￿ ı￿￿￿￿￿ IRXQG VWURQJ HPSLULFDO VXSSRUW IRU WKH K\SRWKHVLV WKDW ORZ LQIODWLRQ
LQFUHDVHV WKH UHDO RXWSXW HIIHFWV RI QRPLQDO VKRFNVæ ZKLFK LV LQGLFDWLYH RI UHGXFHG
PRQH\￿ZDJH IOH[LELOLW\æ ZKHUHDV WKH\ FRXOG ILQG QR HIIHFW RI FKDQJHV LQ WKH DPRXQW RI
GHPDQG IOXFWXDWLRQV￿ )UHJHUW ı￿￿￿Ø￿ ILQGV WKDW ZDJH FRQWUDFWV LQ 6ZHGHQ KDYH EHFRPH
VKRUWHU GXULQJ SHULRGV RI KLJK DQG YDULDEOH LQIODWLRQ￿
7DEOH º LOOXVWUDWHV WKH GHWHUPLQDQWV RI PRQH\￿ZDJH IOH[LELOLW\ E\ FRPSDULQJ WKH
UHFHVVLRQ RI WKH HDUO\ ￿￿￿￿V ZLWK WKH SUHFHGLQJ ERRP LQ D QXPEHU RI (8 FRXQWULHV￿
7KH ODUJHVW GHFHOHUDWLRQV RI PRQH\￿ZDJH JURZWK RFFXUUHG LQ WKH ƒVRIW￿FXUUHQF\§
FRXQWULHV ZKHUH FXUUHQF\ GHSUHFLDWLRQV UHODWLYH WR WKH *HUPDQ PDUN WRRN SODFH
ı)LQODQGæ ,WDO\æ 6SDLQæ 6ZHGHQ DQG WKH 8.￿￿ $V WKHVH FRXQWULHV ZHUH WKH RQHV ZLWK WKH
KLJKHVW LQLWLDO UDWHV RI PRQH\￿ZDJH JURZWKæ WKH SLFWXUH LV FRQVLVWHQW ZLWK WKH
K\SRWKHVLV WKDW WKH UDWH RI LQIODWLRQ ⁄ UDWKHU WKDQ WKH PRQHWDU\ SROLF\ UHJLPH ⁄ LV
FUXFLDO￿ ,W LV WUXH WKDW XQHPSOR\PHQW LQFUHDVHV ZHUH PXFK ODUJHU LQ )LQODQGæ 6SDLQ DQG
6ZHGHQ WKDQ LQ PRVW RI WKH RWKHU (8 FRXQWULHVæ EXW WKLV GRHV QRW DSSO\ WR WKH 8.
ıZKHUH WKH XQHPSOR\PHQW LQFUHDVH ZDV RI VLPLODU PDJQLWXGH DV LQ %HOJLXPæ )UDQFH
DQG *HUPDQ\￿ RU WR ,WDO\ ıZKHUH XQHPSOR\PHQW DFWXDOO\ IHOO￿￿ 2QH FUXGH ZD\ RI
FRQWUROOLQJ IRU WKH GLIIHUHQFHV LQ XQHPSOR\PHQW LQFUHDVHV LV WR ORRN DW WKH VDFULILFH
UDWLR ⁄ WKH UDWLR EHWZHHQ WKH LQFUHDVH LQ XQHPSOR\PHQW DQG WKH UHGXFWLRQ LQ PRQH\￿
ZDJH JURZWK￿
￿Ø 7KHUH DSSHDUV WR EH QR UHODWLRQVKLS EHWZHHQ PRQHWDU\ SROLF\ UHJLPH
DQG WKH VDFULILFH UDWLRª WKH UDWLR LV KLJKHVW LQ *HUPDQ\ ıD KDUG￿FXUUHQF\ FRXQWU\￿ DQG LQ
6SDLQ DQG )LQODQG ıƒVRIW￿FXUUHQF\§ FRXQWULHV￿æ DQG ORZHVW LQ WKH 8. ıD ƒVRIW￿
FXUUHQF\§ FRXQWU\￿ DQG $XVWULD ıD KDUG￿FXUUHQF\ FRXQWU\￿￿
7DEOH ºª 1RPLQDO ZDJH JURZWK DQG XQHPSOR\PHQW LQ VHOHFWHG (8 FRXQWULHV
$YHUDJH HDUQLQJV JURZWK $YHUDJH XQHPSOR\PHQW 6DFULILFH
￿Œ (NRQRPLVND 8WVLNWHU ı￿￿￿￿￿￿
￿Ø 7KH VDFULILFH UDWLR LV QRW FRPSXWHG IRU ,WDO\æ ZKHUH PRQH\￿ZDJH JURZWK IHOO GHVSLWH D IDOO LQ
XQHPSOR\PHQWæ DQG WKH 1HWKHUODQGVæ ZKHUH PRQH\￿ZDJH JURZWK LQFUHDVHG GHVSLWH D ULVH LQ
XQHPSOR\PHQW￿º￿
￿￿￿￿￿￿￿ ￿￿￿º￿￿Ł &KDQJH ￿￿￿￿￿￿￿ ￿￿￿º￿￿Ł &KDQJH UDWLR
$XVWULD Ł￿Œ Ø￿￿ ￿￿￿￿ Œ￿Œ Ø￿￿ ￿￿￿ ￿￿￿
%HOJLXP Ø￿Ø Œ￿º ￿￿￿º ￿￿Ø ￿￿￿￿ º￿Ø º￿￿
)LQODQG ￿￿Œ Œ￿Ø ￿Ø￿￿ Ø￿￿ ￿￿￿Ø ￿￿￿￿ º￿Ø
)UDQFH Ø￿￿ Œ￿Ł ￿￿￿º ￿￿Ø ￿￿￿￿ º￿º ￿￿￿
*HUPDQ\ Ł￿Œ Ø￿Ł ￿￿￿￿ ￿￿￿ ￿￿￿ º￿￿ º￿Ł
,WDO\ ￿￿￿ Ł￿Œ ￿Œ￿Ł ￿￿￿￿ ￿￿￿￿ ￿￿￿￿ ￿
1HWKHUODQGV º￿Ø º￿￿ ￿￿Ø ￿￿Ł ￿￿￿ ￿￿º ￿
6SDLQ ￿￿￿ Ł￿￿ ￿º￿￿ ￿￿￿Œ ºº￿Œ Ł￿￿ º￿Ł
6ZHGHQ ￿￿￿ Ø￿Ø ￿Œ￿￿ ￿￿￿ ￿￿￿ Ł￿Œ ￿￿Ł
8. ￿￿￿ Ł￿￿ ￿Œ￿￿ ￿￿￿ ￿￿Ø º￿Ø ￿￿￿
1RWHª 7KH VDFULILFH UDWLR LV WKH UDWLR EHWZHHQ WKH LQFUHDVH LQ XQHPSOR\PHQW DQG WKH UHGXFWLRQ LQ
HDUQLQJV JURZWK￿
6RXUFHª 2(&’
Ø￿ (08 DQG HTXLOLEULXP XQHPSOR\PHQW
7KH GHJUHH RI PRQH\￿ZDJH IOH[LELOLW\ PDWWHUV IRU WKH VL]H RI RXWSXW DQG HPSOR\PHQW
IOXFWXDWLRQV￿ $QRWKHU LVVXH LV WKH UHODWLRQVKLS EHWZHHQ (08 DQG HTXLOLEULXP
XQHPSOR\PHQWæ L￿H￿æ WKH DYHUDJH UDWH RI XQHPSOR\PHQW DURXQG ZKLFK WKH F\FOLFDO
IOXFWXDWLRQV RFFXU￿ ,Q YLHZ RI WKH FRQVHQVXV WKDW WKH KLJK (XURSHDQ XQHPSOR\PHQW LV
ODUJHO\ VWUXFWXUDO ıVHHæ H￿J￿æ 2(&’æ ￿￿￿Ø￿ 1LFNHOOæ ￿￿￿￿￿ RU (OPHVNRY HW DO￿æ ￿￿￿￿￿æ
WKLV LVVXH LV D KLJKO\ UHOHYDQW RQH￿
0\ SRLQW RI GHSDUWXUH LV WKDW HTXLOLEULXP XQHPSOR\PHQW LV GHWHUPLQHG PDLQO\ E\ WKH
LQVWLWXWLRQV LQ WKH ODERXU PDUNHW DQG WKDW LW FDQ EH UHGXFHG E\ ZHOO￿GHVLJQHG ODERXU￿
PDUNHW UHIRUP￿ 7KLV FRXOG LQYROYHæ IRU H[DPSOHæ UHGXFWLRQV RI WKH OHYHO DQG GXUDWLRQ
RI XQHPSOR\PHQW EHQHILWVæ PRUH HIIHFWLYH DFWLYH ODERXU￿PDUNHW SROLF\æ VXEVWLWXWLRQ RI
LQGLYLGXDO IRU FROOHFWLYH ZDJH DJUHHPHQWVæ ORZHU PLQLPXP ZDJHV IRU \RXQJ SHRSOHæ
FKDQJHV LQ WKH OHJDO IUDPHZRUN IRU ZDJH VHWWLQJ ZLWK WKH DLP RI LQFUHDVLQJ WKH UHODWLYH
EDUJDLQLQJ VWUHQJWK RI HPSOR\HUV ıOLNH UHVWULFWLRQV RQ WKH ULJKW WR VWULNH￿æ DQG SRVVLEO\
DOVR UHGXFWLRQV LQ HPSOR\PHQW SURWHFWLRQ DQG LQ WD[HV￿
￿Ł 7KH UHDVRQ ZK\ VXFK UHIRUPV
DUH QRW LPSOHPHQWHG LV SROLWLFDO FRQVWUDLQWV￿ 7KH UHIRUPV PD\ QRW EH FRQVLGHUHG WR EH
￿Ł $OWKRXJK WKHUH LV DQ RQJRLQJ GLVFXVVLRQ RQ WKH H[DFW LPSDFW RI YDULRXV PHDVXUHVæ WKHUH LV D
VXUSULVLQJO\ ODUJH RYHUODS EHWZHHQ GLIIHUHQW MXGJHPHQWV RQ ZKLFK UHIRUPV WKDW PLJKW UHGXFH VWUXFWXUDO
XQHPSOR\PHQW ⁄ DOWKRXJK QRW DOZD\V RQ WKHLU GHVLUDELOLW\ ZKHQ WKH WUDGH￿RIIV ZLWK UHVSHFW WR RWKHU
JRDOV DUH FRQVLGHUHG ıVHHæ H￿J￿æ 2(&’æ ￿￿￿Ø￿ /LQGEHFNæ ￿￿￿￿￿ /D\DUG ￿ 1LFNHOOæ ￿￿￿￿￿ 1LFNHOOæ ￿￿￿￿￿
&DOPIRUV HW DO￿æ ￿￿￿￿￿ DQG (OPHVNRY HW DO￿æ ￿￿￿￿￿￿º￿
LQ WKH LQWHUHVW RI WKH SROLWLFDO PDMRULW\æ RU WKH\ PD\ EH EORFNHG E\ YDULRXV PLQRULWLHV￿
)LUVW DQG IRUHPRVWæ HPSOR\HG LQVLGHUV DUH OLNHO\ WR RSSRVH UHIRUP WKDW ORZHU WKHLU UHDO
ZDJHV ı6DLQW￿3DXOæ ￿￿￿Łæ ￿￿￿￿￿￿ ,QVLGHUV DOVR KDYH DQ LQWHUHVW LQ OLPLWLQJ H[SRVXUH WR
XQHPSOR\PHQW WKURXJK MRE SURWHFWLRQ OHJLVODWLRQ ı6DLQW￿3DXOæ ￿￿￿Œ￿ DQG LQ PLWLJDWLQJ
WKH FRQVHTXHQFHV RI MRE ORVV WKURXJK JHQHURXV XQHPSOR\PHQW LQVXUDQFH ı6DLQW￿3DXOæ
￿￿￿￿￿￿ 7KH DOUHDG\ XQHPSOR\HG KDYHæ RI FRXUVHæ DQ HYHQ ODUJHU LQWHUHVW LQ JHQHURXV
XQHPSOR\PHQW EHQHILWV ı:ULJKWæ ￿￿￿￿￿ 2UV]DJ ￿ 6QRZHUæ ￿￿￿￿￿￿ )RU WKHVH UHDVRQVæ
ODERXU￿PDUNHW UHIRUP WR UHGXFH HTXLOLEULXP XQHPSOR\PHQW ZLOO KDYH ODUJH SROLWLFDO
FRVWV IRU DQ\ JRYHUQPHQW DQG PD\ WKUHDWHQ WKH FRKHVLRQ RI H[LVWLQJ FRDOLWLRQV ERWK
ZLWKLQ DQG EHWZHHQ SROLWLFDO SDUWLHV￿
:KHQ GLVFXVVLQJ WKH LPSDFW RI WKH (08 RQ WKH SROLWLFDO LQFHQWLYHV IRU ODERXU￿PDUNHW
UHIRUPæ , VKDOO PDNH WKH NH\ DVVXPSWLRQ WKDW ODERXU￿PDUNHW LQVWLWXWLRQV FRQWLQXH WR EH
DQ DUHD IRU ODUJHO\ QDWLRQDO GHFLVLRQ￿PDNLQJ￿ ,W LV WUXH WKDW WKH $PVWHUGDP 7UHDW\
VWLSXODWHV WKDW WKH (8 PHPEHU VWDWHV VKDOO ƒZRUN WRZDUGV GHYHORSLQJ D FRRUGLQDWHG
VWUDWHJ\ IRU HPSOR\PHQW§ ıDUWLFOH ￿ºŁ￿ DQG WKDW WKH (&2),1 &RXQFLO ƒVKDOO HDFK \HDU
GUDZ XS JXLGHOLQHV ZKLFK WKH 0HPEHU 6WDWHV VKDOO WDNH LQWR DFFRXQW LQ WKHLU
HPSOR\PHQW SROLFLHV§ ıDUWLFOH ￿º￿￿￿ 7KH &RXQFLO ZLOO H[DPLQH WKH HPSOR\PHQW
SROLFLHV RI HDFK PHPEHU VWDWH DQG FDQ PDNH UHFRPPHQGDWLRQV￿ %XW DW WKH VDPH WLPHæ
LW LV PDGH FOHDU WKDW FR￿RSHUDWLRQ GRHV ƒQRW LQFOXGH KDUPRQLVDWLRQ RI WKH ODZV DQG
UHJXODWLRQV RI WKH 0HPEHU 6WDWHV§ ıDUWLFOH ￿º￿￿ DQG WKDW ƒWKH FRPSHWHQFHV RI WKH
0HPEHU 6WDWHV VKDOO EH UHVSHFWHG§ ıDUWLFOH ￿º￿￿￿
￿￿ 7KH &RXQFLO RI WKH (XURSHDQ 8QLRQ
5HVROXWLRQ RQ WKH ￿￿￿￿ (PSOR\PHQW *XLGHOLQHV DOVR PDNHV LW FOHDU WKDW ƒWKH\ PXVW
UHVSHFW WKH SULQFLSOH RI VXEVLGLDULW\ DQG 0HPEHU 6WDWHV' UHVSRQVLELOLWLHV ZLWK UHJDUG WR
HPSOR\PHQW§ DQG WKDW ƒWKH GLIIHULQJ VLWXDWLRQ RI WKH 0HPEHU 6WDWHV§ ZLOO ƒUHVXOW LQ
GLIIHULQJ VROXWLRQV DQG HPSKDVHV§￿
2QO\ IXWXUH FDQ WHOO KRZ WKH VWLSXODWLRQV LQ WKH $PVWHUGDP 7UHDW\ ZLOO EH LQWHUSUHWHG
LQ SUDFWLFH￿ %XW FR￿RUGLQDWHG ODERXU￿PDUNHW UHIRUP LV OLNHO\ WR EH YHU\ GLIILFXOW LQ YLHZ
RI WKH GLIIHUHQW KLVWRULFDO WUDGLWLRQV DQG LQVWLWXWLRQDO SHFXOLDULWLHV RI WKH YDULRXV
￿￿ :KHQ VSHFLI\LQJ PHDVXUHV WR HQFRXUDJH FR￿RSHUDWLRQ LQ WKH DUHD RI HPSOR\PHQW SROLF\æ WKH
$PVWHUGDP 7UHDW\ VSHDNV RI ƒLQLWLDWLYHV DLPLQJ DW GHYHORSLQJ H[FKDQJHV RI LQIRUPDWLRQ DQG EHVWŒ￿
PHPEHU VWDWHVæ DQG RI WKH VLJQLILFDQFH DWWDFKHG WR ODERXU￿PDUNHW LQVWLWXWLRQV LQ WKH
QDWLRQDO SROLWLFDO GHEDWH ı&DOPIRUV HW DOæ ￿￿￿￿￿ 3LVVDULGHVæ ￿￿￿￿￿ 6LEHUW ￿ 6XWKHUODQGæ
￿￿￿￿￿ &DOPIRUVæ ￿￿￿￿￿￿ /DERXU￿PDUNHW LQVWLWXWLRQV ZRXOG VHHP WR EHORQJ WR WKH FRUH
RI QDWLRQDO GHFLVLRQ￿PDNLQJ WKDW LV OHDVW OLNHO\ LQ SUDFWLFH WR EH WUDQVIHUUHG WR WKH (8
OHYHO￿
Ø￿￿￿ /DERXU￿PDUNHW UHIRUPæ H[FKDQJH UDWHV DQG LQIODWLRQ
$ FRPPRQ DUJXPHQW LQ SROLF\ FLUFOHV ıDQG D JXW UHDFWLRQ DPRQJ PDQ\ HFRQRPLVWV￿ LV
WKDW SDUWLFLSDWLRQ LQ WKH (08 PXVW FOHDUO\ VWUHQJWKHQ WKH LQFHQWLYH IRU ODERXU￿PDUNHW
UHIRUP WR UHGXFH VWUXFWXUDO XQHPSOR\PHQW￿ 7KH UHDVRQLQJ KDV DOPRVW REWDLQHG WKH
FKDUDFWHU RI D IRON WKHRUHP LQ WKH (08 GLVFXVVLRQ￿ ,W FDQ EH VHHQ DV D YHUVLRQ RI 0UV
7KDWFKHU'V 7KHUH￿,V￿1R￿$OWHUQDWLYH ı7,1$￿ VWUDWHJ\ª LI GHPDQG SROLF\ LV LPPRELOLVHGæ
WKH SROLF\ PDNHU KDV OLWWOH RSWLRQ EXW WR XQGHUWDNH UHIRUP ı%HDQæ ￿￿￿￿￿￿ 7KH
SUHVXPSWLRQ LV WKDW WKH SDLQIXO DGMXVWPHQWV QHHGHG WR UHGXFH XQHPSOR\PHQW ZLOO QRW
EH DFFHSWHG XQWLO WKH HVFDSH URXWH RI GHSUHFLDWLQJ WKH RZQ FXUUHQF\ LV GHILQLWHO\
FORVHG￿
7KH SUREOHP ZLWK WKLV DUJXPHQW LV WKDW LW H[SODLQV ZK\ WKH (08 FRXOG OHDG WR PRUH
PRQH\￿ZDJH IOH[LELOLW\ LQ RUGHU WR UHGXFH F\FOLFDO YDULDELOLW\ ıDV GLVFXVVHG LQ VHFWLRQ
Œ￿æ EXW QRW ZK\ WKH SROLWLFDO LQFHQWLYHV WR UHGXFH HTXLOLEULXP XQHPSOR\PHQW ZRXOG
LQFUHDVH￿ ,I RQH EHOLHYHV LQ WKH ORQJ￿UXQ QHXWUDOLW\ RI PRQH\æ WKHUH LV QR UHDVRQ ZK\
HDV\ PRQHWDU\ SROLF\ DQG H[FKDQJH￿UDWH GHSUHFLDWLRQV VKRXOG UHGXFH HTXLOLEULXP
XQHPSOR\PHQW￿ 1RU LV WKHUH DQ\ UHDVRQ WR H[SHFW V\VWHPDWLF PRQHWDU\ SROLF\ WR
UHGXFH WKH DFWXDO UDWH RI XQHPSOR\PHQW EHORZ WKH HTXLOLEULXP RQH ⁄ ZKLFK PLJKW
SRVVLEO\ DOVR UHGXFH WKH HTXLOLEULXP UDWH RYHU WLPH YLD K\VWHUHVLV ıSHUVLVWHQFH￿
PHFKDQLVPV ￿ EHFDXVH D GHFLVLRQ WR SXUVXH VXFK D SROLF\ ZRXOG JHW EXLOW LQWR ZDJH
VHWWHUV' H[SHFWDWLRQV LI WKHVH DUH UDWLRQDO￿ 6R ZK\ VKRXOG JLYLQJ XS DQ LQVWUXPHQW WKDW
GRHV QRW ZRUN VWUHQJWKHQ WKH LQFHQWLYHV IRU RWKHU LQVWUXPHQWVæ YL]￿ ODERXU￿PDUNHW
UHIRUPæ WKDW GR ZRUN" 7KH 7,1$ DUJXPHQW ZRXOG VHHP WR SUHVXSSRVH HLWKHU WKDW WKH
VDPH UHIRUPV WKDW PDNH PRQH\ ZDJHV PRUH IOH[LEOH DOVR UHGXFH UHDO￿ZDJH OHYHOV
DQG￿RU UHODWLYH￿ZDJH GLVWRUWLRQV ıIRU ZKLFK ZH GR QRW KDYH DQ\ WKHRUHWLFDO RU
SUDFWLFHVæ SURYLGLQJ FRPSDUDWLYH DQDO\VLV DQG DGYLFH DV ZHOO DV SURPRWLQJ LQQRYDWLYH DSSURDFKHV DQG
HYDOXDWLQJ H[SHULHQFHV§ ıDUWLFOH ￿º￿￿￿Œ￿
HPSLULFDO VXSSRUW￿æ RU WKDW HFRQRPLF SROLF\ LV V\VWHPDWLFDOO\ EDVHG RQ PLVSHUFHSWLRQV
ıZKLFK GRHV QRW VTXDUH ZLWK WKH UDWLRQDO￿H[SHFWDWLRQV SDUDGLJP￿￿
￿￿
+RZHYHUæ LW LV SRVVLEOH WR UHYHUVH WKH 7,1$ DUJXPHQW LQ D ORJLFDOO\ FRQVLVWHQW ZD\￿
7KLV KDV EHHQ GRQH E\ 6LEHUW ￿ 6XWKHUODQG ı￿￿￿￿￿ DQG &DOPIRUV ı￿￿￿￿￿￿
￿￿ ,Q WKHLU
PRGHOV SROLF\ PDNHUVæ ZKR GLVOLNH ERWK XQHPSOR\PHQW DQG LQIODWLRQ DV ZHOO DV
ODERXU￿PDUNHW UHIRUP ıEHFDXVH RI WKH SROLWLFDO FRVW￿æ GHFLGH ERWK RQ WKH DPRXQW RI
UHIRUP DQG RQ PRQHWDU\ SROLF\￿ ,I PRQHWDU\ SROLF\ RXWVLGH WKH (08 LV GLVFUHWLRQDU\æ
WKHUH ZLOOæ DV LQ WKH %DUUR￿*RUGRQ ı￿￿￿Œ￿ PRGHOæ EH DQ LQIODWLRQ ELDV￿ 7KH ELDV ZLOO EH
ODUJHU WKH KLJKHU LV HTXLOLEULXP XQHPSOR\PHQWæ EHFDXVH WKH WHPSWDWLRQ WR UHGXFH
XQHPSOR\PHQW WKURXJK XQDQWLFLSDWHG LQIODWLRQ LV WKHQ JUHDWHU￿ 3ROLF\ PDNHUV ZLOO WDNH
WKLV LQWR DFFRXQW ZKHQ GHFLGLQJ RQ ODERXU￿PDUNHW UHIRUP￿ +HQFHæ WKHUH LV DQ H[WUD
LQFHQWLYH WR UHGXFH HTXLOLEULXP XQHPSOR\PHQW IRU D FRXQWU\ QRW SDUWLFLSDWLQJ LQ WKH
(08ª ODERXU￿PDUNHW UHIRUP GRHV QRW RQO\ LQFUHDVH VRFLDO ZHOIDUH GLUHFWO\ E\ UHGXFLQJ
ıH[SHFWHG￿ XQHPSOR\PHQWæ LW DOVR GRHV VR LQGLUHFWO\ EHFDXVH ORZHU HTXLOLEULXP
XQHPSOR\PHQW UHGXFHV WKH LQIODWLRQ ELDV￿
￿￿
,QVLGH WKH (08æ WKLV H[WUD LQFHQWLYH IRU UHIRUP ZLOO EH PXFK ZHDNHU￿ 7KLV PXVWæ RI
FRXUVHæ EH WKH FDVH LI WKH (&% LV OHVV LQIODWLRQ￿SURQH WKDQ QDWLRQDO FHQWUDO EDQNV￿
,QGHHGæ ZLWK D ]HUR LQIODWLRQ ELDVæ WKHUH ZLOO EH QR VXFK H[WUD LQFHQWLYH DW DOO￿ %XW WKH
DUJXPHQW JRHV WKURXJK DOVR LI WKH (&% VXIIHUV IURP WKH VDPH ıRU D ODUJHU￿ LQIODWLRQ
ELDV WKDQ WKH QDWLRQDO FHQWUDO EDQNV￿ 7KH UHDVRQ LV WKDW WKH (&%'V PRQHWDU\ SROLF\ ZLOO
EH EDVHG RQ DJJUHJDWH GHYHORSPHQWV LQ WKH (08ª EHFDXVH ODERXU￿PDUNHW UHIRUP LQ DQ
LQGLYLGXDO FRXQWU\ KDV RQO\ D VPDOO HIIHFW RQ DJJUHJDWH HTXLOLEULXP XQHPSOR\PHQW LQ
WKH PRQHWDU\ XQLRQæ LW ZLOO DOVR UHGXFH DJJUHJDWH LQIODWLRQ WR D YHU\ VPDOO H[WHQW￿ 6R
WKH FRPELQDWLRQ RI QDWLRQDO ODERXU￿PDUNHW SROLF\ DQG D FRPPRQ PRQHWDU\ SROLF\
￿￿ 7KH VWURQJHVW VXSSRUW IRU WKH 7,1$ DUJXPHQW LV SUREDEO\ WKDW VR PDQ\ SROLF\ PDNHUV VHHP WR EHOLHYH
LQ LW￿ , RZH WKLV REVHUYDWLRQ WR 7RUVWHQ 3HUVVRQ￿ %XW VWUDQJHO\ HQRXJKæ WKH VDPH SROLF\ PDNHUV XVXDOO\
HQGRUVH WKH YLHZ LQ RWKHU FRQWH[WV WKDW PRQHWDU\ SROLF\ FDQQRW UHGXFH XQHPSOR\PHQW LQ WKH ORQJ UXQ LQ
WKH DEVHQFH RI VWUXFWXUDO ODERXU￿PDUNHW UHIRUP￿
￿￿ 6HH DOVR *U￿QHU ￿ +HIHNHU ı￿￿￿￿￿ DQG +HIHNHU ı￿￿￿￿￿￿
￿￿ 2QH VKRXOG QRWH WKH GLIIHUHQFH EHWZHHQ WKH 7,1$ DUJXPHQW DQG WKH LQIODWLRQ￿ELDV DUJXPHQW￿ (YHQ LI
SROLF\ PDNHUV UHDOLVH WKDW XQHPSOR\PHQW FDQQRW EH ORZHUHG EHORZ WKH HTXLOLEULXP UDWH WKURXJK
LQIODWLRQæ WKH\ ZLOO VWLOO FKRRVH WR LQIODWH LQ WKH %DUUR￿*RUGRQ PRGHO￿ 7KH UHDVRQ LV WKDW WKLV LV WKH RQO\
WLPH￿FRQVLVWHQW SROLF\æ L￿H￿æ WKH RQO\ RSWLPDO SROLF\ RQFH ZDJH FRQWUDFWV EDVHG RQ UDWLRQDO H[SHFWDWLRQV
KDYH EHHQ FRQFOXGHG￿ %XW LW ZLOO QHYHU EH UDWLRQDO IRU SROLF\￿PDNHUV WR DEVWDLQ IURP UHIRUP EHFDXVH
WKH\ KDYH DFFHVV WR PRQHWDU\ SROLF\ LQ WKLV IUDPHZRUN￿Œº
PHDQV WKDW HDFK PHPEHU FRXQWU\ LQ WKH (08 LQWHUQDOLVHV RQO\ D IUDFWLRQ RI WKH EHQHILW
RI UHIRUP￿ 2Q WKLV DFFRXQWæ WKH LQFHQWLYH WR XQGHUWDNH ODERXU￿PDUNHW UHIRUP LV
ZHDNHQHG E\ (08 PHPEHUVKLS￿
º￿ ,W LV ZHDNHQHG PRUH IRU VPDOO WKDQ IRU ELJ (8
FRXQWULHVæ EHFDXVH WKH IRUPHU LQWHUQDOLVH RQO\ D QHJOLJLEOH IUDFWLRQ RI WKH EHQHILW RI
UHIRUP￿
+RZ VKRXOG RQH MXGJH WKLV LQIODWLRQ￿ELDV DUJXPHQW" %HDQ ı￿￿￿￿￿ KDV FULWLFLVHG LW RQ
WKH JURXQG WKDW WKHUH LV OLWWOH UHDVRQ WR H[SHFW QDWLRQDO PRQHWDU\ SROLF\ RXWVLGH WKH
(08 WR VXIIHU IURP DQ LQIODWLRQ ELDVæ RQFH LW KDV EHHQ GHOHJDWHG WR DQ LQGHSHQGHQW
FHQWUDO EDQN￿ 7KHUH DUH DOVR ZHOO￿NQRZQ WKHRUHWLFDO PRGHOVæ LQ ZKLFK WKH LQIODWLRQ ELDV
FDQ EH HOLPLQDWHG WKURXJK SURSHU LQFHQWLYH VFKHPHV ZLWKRXW LQWHUIHULQJ ZLWK RSWLPDO
VWDELOLVDWLRQ HIIRUWV ı:DOVKæ ￿￿￿Ł￿ 3HUVVRQ ￿ 7DEHOOLQLæ ￿￿￿Œ￿ 6YHQVVRQæ ￿￿￿￿￿￿ $QG
RQH FRXOG FODLP WKDW WKH UHFHQW UHGXFWLRQ LQ LQIODWLRQ UDWHV ZLWKLQ WKH (8 EHDUV WKLV
DUJXPHQW RXW￿
+RZHYHUæ D FRXQWHUDUJXPHQW LV WKDW LW RXJKW WR EH WKHRUHWLFDOO\ LPSRVVLEOH WR HOLPLQDWH
WKH LQIODWLRQ ELDV RI PRQHWDU\ SROLF\ FRPSOHWHO\ WKURXJK WKH FRPELQDWLRQ RI
GHOHJDWLRQ DQG SURSHU LQFHQWLYH VFKHPHVæ DV ORQJ DV WKH SRVVLELOLW\ RI GLVFUHWLRQDU\
VWDELOLVDWLRQ SROLF\ LV UHWDLQHG￿ 7KHUH LV DQ LQKHUHQW FRQWUDGLFWLRQ LQ DVVXPLQJ WKDW D
JRYHUQPHQWæ ZKLFK KDV GHOHJDWHG PRQHWDU\ SROLF\ EHFDXVH LW FDQQRW KDQGOH LWV RZQ
LQFHQWLYH SUREOHPVæ ZRXOG HQIRUFH D FRQWUDFW ZLWK WKH FHQWUDO EDQN WKDW OHDGV WR WKH
RSWLPDO SROLF\ LW FDQQRW GHOLYHU LWVHOI ı0F&DOOXPæ ￿￿￿Ł￿ -HQVHQæ ￿￿￿￿￿￿ :LWK WKLV
YLHZæ WKH UHFHQW UHGXFWLRQ RI LQIODWLRQ UDWHV LQ WKH (8 FRXQWULHV ⁄ DQG SRVVLEO\ DOVR WKH
PRYH WRZDUGV PRUH LQGHSHQGHQW FHQWUDO EDQNV ⁄ PLJKW EH LQWHUSUHWHG DV D WHPSRUDU\
SKHQRPHQRQ DVVRFLDWHG ZLWK WKH GHVLUH WR TXDOLI\ ıRU DW OHDVW NHHS WKH SRVVLELOLWLHV￿ IRU
(08 PHPEHUVKLS RSHQ ı2]NDQ HW DO￿æ ￿￿￿￿￿￿
Ø￿º￿ 7KH LQWHUDFWLRQ EHWZHHQ ODERXU￿PDUNHW UHIRUP DQG PRQHWDU\ SROLF\
º￿ &XNLHUPDQ ￿ /LSSL ı￿￿￿￿￿ KDYH DQDO\VHG KRZ WUDGH￿XQLRQ EHKDYLRXU FRXOG OHDG WR VLPLODU UHVXOWV￿ ,Q
WKHLU PRGHOæ FHQWUDOLVHG WUDGH XQLRQV LQ DQ LQGLYLGXDO FRXQWU\ WKDW DUH FRQFHUQHG ZLWK LQIODWLRQ ıLQ
DGGLWLRQ WR UHDO ZDJHV DQG HPSOR\PHQW￿ KDYH DQ LQFHQWLYH WR UHVWUDLQ UHDO ZDJHVæ EHFDXVH WKLV UHGXFHV
HTXLOLEULXP XQHPSOR\PHQW DQG WKXV WKH LQIODWLRQ ELDV RI WKH FHQWUDO EDQN￿ ,QVLGH WKH (08æ HYHQ D
FHQWUDOLVHG QDWLRQDO WUDGH XQLRQ ZLOO EH WRR VPDOO UHODWLYH WR WKH (&% IRU WKLV HIIHFW WR EH LPSRUWDQW￿ŒŒ
7KHUH LV DQRWKHU DQG VWURQJHU DUJXPHQW IRU ZK\ ODERXU￿PDUNHW UHIRUP PD\ EH HDVLHU
RXWVLGH WKDQ LQVLGH WKH (08￿ ,W EXLOGV RQ WKH DVVXPSWLRQ WKDW UHIRUP DQG GHPDQG
SROLF\ DUH HFRQRPLF DV ZHOO DV SROLWLFDO FRPSOHPHQWV ı%HDQæ ￿￿￿Øæ ￿￿￿￿￿
$ORJRVNRXILV HW DO￿æ ￿￿￿Ł￿ /LQGEHFNæ ￿￿￿￿￿ &DOPIRUV HW DO￿æ ￿￿￿￿￿ &DOPIRUVæ ￿￿￿￿￿￿
7KH LGHD LV WKDW WKH IXOO EHQHILWV RI UHIRUP LQ WHUPV RI ORZHU XQHPSOR\PHQW PD\ WDNH D
YHU\ ORQJ WLPH WR PDWHULDOLVH LQ D VLWXDWLRQ RI ORZ GHPDQG￿ $ FDVH LQ SRLQW LV WKH
ODERXU PDUNHW UHIRUPV LQ WKH 8. XQGHU 0UV 7KDWFKHU ı0LQIRUGæ ￿￿￿Ø￿￿ 7KH ORQJ WLPH
ODJ EHWZHHQ LPSRSXODU PHDVXUHV DQG UHVXOWV FRXOG WLOW WKH EDODQFH DJDLQVW UHIRUP IRU
JRYHUQPHQWV WKDW KDYH WR SURYH WKHLU FRPSHWHQFH WR YRWHUV EHIRUH WKH QH[W HOHFWLRQ￿
7KH DUJXPHQW LV LOOXVWUDWHG LQ )LJXUH ￿æ ZKHUH WKH YHUWLFDO OLQH LV D ZDJH￿VHWWLQJ
VFKHGXOH ıVKRZLQJ WKH HTXLOLEULXP UDWH RI HPSOR\PHQW WKDW ZDJH VHWWHUV VHHN WR
DFKLHYH￿ DQG WKH GRZQZDUG￿VORSLQJ OLQH LV D ODERXU￿GHPDQG VFKHGXOH￿ /DERXU￿PDUNHW
UHIRUP VKLIWV WKH ZDJH￿VHWWLQJ VFKHGXOH WR WKH ULJKW￿ ,I PRQH\ ZDJHV DQG SULFHV ZHUH
SHUIHFWO\ IOH[LEOHæ WKHUH ZRXOG EH DQ LPPHGLDWH UHDO￿ZDJH UHGXFWLRQ DQG WKH HFRQRP\
ZRXOG PRYH GLUHFWO\ IURP $ WR %￿ 7KH FRXQWHUSDUW LQ JRRGV PDUNHWV ZRXOG EH D UHDO
GHSUHFLDWLRQ RI WKH FXUUHQF\ ıD IDOO LQ WKH UHODWLYH SULFH RI GRPHVWLF YHUVXV IRUHLJQ
JRRGV￿æ VR WKDW WKH LQFUHDVHG RXWSXW DVVRFLDWHG ZLWK KLJKHU HPSOR\PHQW FDQ EH VROG￿
1RZæ DVVXPH WKDW WKH PRQH\￿ZDJH OHYHO LV ULJLG GRZQZDUGV ıRU WKDW WKHUH LV D ORZHU
IORRU IRU PRQH\￿ZDJH LQFUHDVHV￿￿ :LWK KLJK LQIODWLRQæ WKLV ZRXOG QRW LPSHGH WKH UHDO￿
ZDJH DGMXVWPHQWæ EHFDXVH PRQH\￿ZDJH JURZWK QHHGV RQO\ WR IDOO EHORZ LQIODWLRQ￿ %XW
ZLWK ORZ LQIODWLRQæ WKLV FDQQRW KDSSHQ￿ 7KHQæ WKH QRPLQDO ULJLGLW\ LV D ELQGLQJ
FRQVWUDLQW RQ KRZ ODUJH UHDO￿ZDJH UHGXFWLRQ WKDW FDQ EH DFKLHYHG LQ WKH VKRUW WHUP￿
7KH HFRQRP\ PD\ PRYH RQO\ WR & LQVWHDG RI WR %æ VR WKDW WKHUH LV RQO\ D VPDOO IDOO LQ
XQHPSOR\PHQW￿ 6D\'V ODZ LV SUHYHQWHG IURP RSHUDWLQJ￿ 7R JHW WR % LQ WKH VKRUW WHUPæ
DQ DFFRPPRGDWLQJ PRQHWDU\ SROLF\ LV QHHGHGæ VR WKDW SULFHV ULVH DW VXFK D UDWH WKDW WKH
SRWHQWLDO UHDO￿ZDJH FXW FDQ EH DFKLHYHG ZLWKRXW LQWHUIHULQJ ZLWK WKH PRQH\￿ZDJH
UHVWULFWLRQ￿
$V GLVFXVVHG E\ %HDQ ı￿￿￿￿￿æ WKHUH DUH DOVR VHYHUDO UHDVRQV ZK\ DJJUHJDWH￿GHPDQG
GHYHORSPHQWV FRXOG FRXQWHUDFW WKH SRVLWLYH HPSOR\PHQW HIIHFWV RI ODERXU￿PDUNHW
UHIRUP LQ WKH VKRUW UXQ￿ 5HDO LQWHUHVW UDWHV PD\ ULVHæ LI WKH UHDO￿ZDJH DGMXVWPHQW LVŒØ
DVVRFLDWHG ZLWK SULFH GHIODWLRQ￿ 7KHUH PD\ EH LQFUHDVHG XQFHUWDLQW\ LQ WKH HFRQRP\ LQ
FRQQHFWLRQ ZLWK WKH UHIRUPVæ OHDGLQJ WR PRUH RI SUHFDXWLRQDU\ VDYLQJV￿ &RQVXPSWLRQ
PD\ IDOO EHFDXVH LQFRPH LV UHGLVWULEXWHG DZD\ IURP ZDJH HDUQHUV WR FDSLWDO RZQHUV
ZLWK ORZHU SURSHQVLWLHV WR FRQVXPHæ DQG LQYHVWPHQW PD\ QRW SLFN XS LPPHGLDWHO\ ıIRU
H[DPSOHæ EHFDXVH WKHUH LV DQ RSWLRQ YDOXH RI ZDLWLQJ GXH WR WKH XQFHUWDLQW\ RI KRZ
ODUJH UHDO￿ZDJH DGMXVWPHQWV DQG WKXV LQFUHDVHV LQ WKH UHWXUQ WR FDSLWDO WKDW ZLOO
XOWLPDWHO\ RFFXU￿￿
7KLV UHDVRQLQJ KDV GLUHFW LPSOLFDWLRQV IRU WKH SRVVLELOLWLHV WR LPSOHPHQW ODERXU￿PDUNHW
UHIRUP LQVLGH DQG RXWVLGH WKH (08￿ :LWK ORZ LQIODWLRQ LQ WKH (08æ LW LV FRQFHLYDEOH
WKDW QDWLRQDO ODERXU￿PDUNHW UHIRUP ZRXOG IDLO WR SURGXFH D VLJQLILFDQW UHGXFWLRQ RI UHDO
ZDJHV DQG XQHPSOR\PHQW LQ WKH VKRUW UXQæ EHFDXVH WKH PRQHWDU\ SROLF\ RI WKH (&%
ZLOO QRW UHVSRQG WR HYHQWV LQ DQ LQGLYLGXDO FRXQWU\￿ %XW D FRXQWU\ RXWVLGH WKH (08
KDV WKH RSWLRQ RI FR￿RUGLQDWLQJ UHIRUP DQG PRQHWDU\ SROLF\ WR VSHHG XS WKH UHVSRQVH
RI DFWXDO WR HTXLOLEULXP XQHPSOR\PHQW￿ 7KLV FRXOG PDNH UHIRUP PRUH DSSHDOLQJ DQG
IDFLOLWDWH SROLWLFDO DJUHHPHQW￿ 7KLV PD\ PDNH UHIRUP PRUH OLNHO\ RXWVLGH WKDQ LQVLGH
WKH (08￿
º￿
,W PLJKW EH WKRXJKW WKDW WKH LGHD RI FR￿RUGLQDWLQJ ODERXU￿PDUNHW UHIRUP DQG PRQHWDU\
SROLF\ LV IDU￿IHWFKHG ZKHQ WKH IRUPHU LV GHFLGHG E\ WKH SROLWLFDO V\VWHP DQG WKH ODWWHU
E\ DQ LQGHSHQGHQW FHQWUDO EDQN￿ 2QH PLJKW DOVR ZRUU\ DERXW WKH LQIODWLRQ
FRQVHTXHQFHV RI DQ DFFRPPRGDWLQJ PRQHWDU\ SROLF\￿ %XW LQ DQ LQIODWLRQ￿WDUJHW
UHJLPHæ VXFK D SROLF\ LV WKH SURSHU UHVSRQVH WR WKH W\SH RI VXSSO\ VKRFN WKDW D
UHGXFWLRQ RI HTXLOLEULXP XQHPSOR\PHQW UHSUHVHQWV ı&DOPIRUV HW DO￿æ ￿￿￿￿￿ &DOPIRUVæ
￿￿￿￿￿￿ ,I UHIRUP OHDGV WR VRPH UHGXFWLRQ LQ PRQH\￿ZDJH JURZWKæ WKHUH ZLOO EH D IDOO LQ
WKH UDWH RI SULFH LQFUHDVH IRU GRPHVWLF JRRGV￿ +HQFHæ WKHUH LV D GRZQZDUG GHYLDWLRQ
IURP WKH LQIODWLRQ WDUJHW IRU WKH &3,￿ :LWK DQ LQIODWLRQ WDUJHWæ WKLV PRWLYDWHV D PRUH
H[SDQVLYH PRQHWDU\ SROLF\ WR LQGXFH D FXUUHQF\ GHSUHFLDWLRQ￿ ,Q FRQWUDVWæ WKH RXWFRPH
º￿ 1RWH WKDW WKLV DUJXPHQW PDNHV LW QHFHVVDU\ WR VSHFLI\ PRUH FOHDUO\ ZKLFK WKH SROLWLFDO FRVWV RI UHIRUP
DUH￿ ,I WKH EHQHILW RI DQ DFFRPPRGDWLQJ PRQHWDU\ SROLF\ LV SHUFHLYHG WR EH IDVWHU UHDO￿ZDJH DGMXVWPHQWæ
WKHQ WKH SROLWLFDO FRVW FDQQRW UHDVRQDEO\ EH DVVRFLDWHG ZLWK WKH IDOO LQ LQVLGHUV' UHDO ZDJHV￿ 7KH FRVW
FRXOG LQVWHDG EH DVVRFLDWHG ZLWK IDFWRUV OLNH OHVV LQVXUDQFH DJDLQVW XQHPSOR\PHQW ıLQ WKH FDVH RI OHVV
JHQHURXV XQHPSOR\PHQW FRPSHQVDWLRQ￿æ PRUH H[SRVXUH WR XQHPSOR\PHQW ıLQ WKH FDVH RI OHVV
HPSOR\PHQW SURWHFWLRQ￿ RU D FKDQJH LQ WKH JHQHUDO EDODQFH RI SRZHU EHWZHHQ HPSOR\HHV DQG HPSOR\HUV
ıLQ WKH FDVH RI UHVWULFWLRQV RQ WKH ULJKW WR VWULNH HWF￿￿￿ $QRWKHU FDQGLGDWH LV WKH SXUH SROLWLFDO QHJRWLDWLRQŒŁ
RI UHIRUP LQ DQ LQGLYLGXDO FRXQWU\ SDUWLFLSDWLQJ LQ WKH (08 PXVW EH D WHPSRUDU\
UHGXFWLRQ LQ WKH UDWH RI FRQVXPHU SULFH LQIODWLRQ ıRU WHPSRUDU\ SULFH GHIODWLRQ￿æ
EHFDXVH WKHUH ZLOO EH QR PRQHWDU\￿SROLF\ UHVSRQVH WR WKH IDOO LQ WKH UDWH RI SULFH
LQFUHDVH IRU GRPHVWLF JRRGV￿
$W OHDVW WZR TXDOLILFDWLRQV VKRXOG EH PDGH LQ WKLV FRQWH[W￿ )LUVWæ WKH VXP RI D ORZ UDWH
RI LQIODWLRQ ıVD\ º SHU FHQW￿ DQG SURGXFWLYLW\ JURZWK ıVD\ º SHU FHQW DV ZHOO￿ JLYHV
VRPH URRP DOVR LQ WKH (08 IRU UHGXFWLRQV RI PRQH\￿ZDJH JURZWK EHIRUH GRZQZDUG
ULJLGLW\ EHJLQV WR ELWH￿ 7KLV ZLOO EH WKH FDVH HVSHFLDOO\ LI UHIRUP LV FDUULHG RXW LQ D
JUDGXDO PDQQHU￿ %XW LW LV QRW DW DOO FOHDU WKDW WKLV LV SRVVLEOH￿ 0RVW GLVFXVVLRQV RI
ODERXU￿PDUNHW UHIRUP VWUHVV WKH QHHG IRU D FRPSUHKHQVLYH UHIRUP SURJUDPPH WR
FRPSHQVDWH ORVHUV IURP LQGLYLGXDO PHDVXUHV DQG WR PD[LPLVH WKH FKDQFHV RI VXFFHVV
LQ D VLWXDWLRQ ZKHUH WKHUH LV ODUJH XQFHUWDLQW\ RQ WKH HIIHFWV ıH￿J￿æ $ORJRVNRXILV HW DO￿æ
￿￿￿Ł￿ 2(&’æ ￿￿￿Ø￿ /LQGEHFNæ ￿￿￿￿￿ &DOPIRUV HW DO￿æ ￿￿￿￿￿ (OPHVNRY HW DO￿æ ￿￿￿￿￿
DQG 2UV]DJ ￿ 6QRZHUæ ￿￿￿￿￿￿ $QG ƒZLQGRZV RI RSSRUWXQLW\§ IRU ODERXU￿PDUNHW
UHIRUP PD\ RFFXU YHU\ UDUHO\æ EHFDXVH WKH WLPLQJ QHHGV WR EH ULJKW ZLWK UHVSHFW WR
ERWK HFRQRPLF DQG SROLWLFDO IDFWRUV ı&DOPIRUV HW DO￿æ ￿￿￿￿￿ %HDQæ ￿￿￿￿￿ (OPHVNRY HW
DO￿æ ￿￿￿￿￿￿
7KH VHFRQG TXDOLILFDWLRQ FRQFHUQV WKH JHQXLQH XQFHUWDLQW\ UHJDUGLQJ WKH TXDQWLWDWLYH
HIIHFW RI ODERXU￿PDUNHW UHIRUP RQ HTXLOLEULXP XQHPSOR\PHQW￿ %HDQ ı￿￿￿￿￿ KDV
DQDO\VHG KRZ XQFHUWDLQW\ DERXW HTXLOLEULXP XQHPSOR\PHQW PD\ PRWLYDWH D FHQWUDO
EDQN WR DLP IRU KLJKHU XQHPSOR\PHQW WKDQ WKH HTXLOLEULXP RQHª ZLWK D QRQ￿OLQHDU
ıFRQYH[￿ 3KLOOLSV FXUYHæ SHULRGV RI H[FHVV GHPDQG PXVW EH FRPSHQVDWHG E\ SHULRGV RI
HYHQ ODUJHU H[FHVV VXSSO\æ LI WKH LQIODWLRQ WDUJHW LV WR EH PHW RQ DYHUDJH￿ 6R LQFUHDVHG
XQFHUWDLQW\ LQ FRQQHFWLRQ ZLWK ODERXU￿PDUNHW UHIRUP LV DQ DUJXPHQW WR DLP IRU D ODUJHU
DYHUDJH GLVFUHSDQF\ EHWZHHQ DFWXDO DQG HTXLOLEULXP XQHPSOR\PHQWæ L￿H￿æ IRU OHVV
YLJRURXV PRQHWDU\ SROLF\ H[SDQVLRQ LQ FRQQHFWLRQ ZLWK WKH UHIRUP WKDQ ZRXOG EH WKH
FDVH LI WKH HIIHFWV ZHUH NQRZQ ZLWK FHUWDLQW\￿ %XW WKHUH LV DOVR DQ DUJXPHQW WR WKH
RSSRVLWHª ZLWK XQFHUWDLQW\ DERXW WKH HTXLOLEULXP UDWH RI XQHPSOR\PHQWæ WKHUH LV D FDVH
IRU ıFDXWLRXV￿ H[SHULPHQWLQJ LQ RUGHU WR ILQG RXW ZKDW LW LV ı:LHODQGæ ￿￿￿￿￿￿
FRVW DVVRFLDWHG ZLWK FKDQJLQJ WKH VWDWXV TXR RI WKH ODERXU￿PDUNHW LQVWLWXWLRQV￿Œ￿
Ø￿Œ￿ 3UHFDXWLRQDU\ PRWLYHV IRU ODERXU￿PDUNHW UHIRUP LQ WKH (08
3URYLGHG WKDW PRQHWDU\ SROLF\ GRHV QRW VXIIHU IURP DQ LQIODWLRQ ELDVæ WKHUH H[LVWV DOVR
D FOHDU￿FXW DUJXPHQW IRU ZK\ WKH LQFHQWLYH IRU UHIRUP FRXOG EH VWURQJHU LQVLGH WKDQ
RXWVLGH WKH (08￿ 7KH DUJXPHQW EXLOGV RQ WKH DVVXPSWLRQ WKDW ZKDW SROLF\ PDNHUV DUH
SULPDULO\ LQWHUHVWHG LQ ZLWK UHVSHFW WR XQHPSOR\PHQW LV WR DYRLG YHU\ EDG RXWFRPHVæ
DQG WKDW WKH\ DWWDFK DQ H[WUD YDOXH WR UHGXFLQJ WKH ULVNV RI WKHP￿ 7KH K\SRWKHVLV LV WKDW
YDULDWLRQV LQ XQHPSOR\PHQW DUH UHJDUGHG DV PRUH VHULRXVæ WKH KLJKHU WKH DYHUDJH
ıHTXLOLEULXP￿ UDWH RI XQHPSOR\PHQW DURXQG ZKLFK WKHVH YDULDWLRQV RFFXU￿ 6XFK D YDOXH
MXGJHPHQW ZDV H[SUHVVHG E\ WKH 6ZHGLVK *RYHUQPHQW &RPPLVVLRQ RQ WKH (08
ı&DOPIRUVæ HW DO￿æ ￿￿￿￿￿￿
:LWK WKLV DVVXPSWLRQæ WKH UHDVRQLQJ LV VWUDLJKWIRUZDUG ı&DOPIRUVæ ￿￿￿￿￿￿ ,I
PHPEHUVKLS LQ WKH (08 OHDGV WR ODUJHU YDULDWLRQV LQ HPSOR\PHQWæ EHFDXVH PRQHWDU\
SROLF\ QR ORQJHU VWDELOLVHV FRXQWU\￿VSHFLILF VKRFNVæ WKHUH LV D SUHFDXWLRQDU\ PRWLYH IRU
PRUH UHIRUP LQVLGH WKDQ RXWVLGH WKH (08￿ 7KH UHDVRQLQJ LV DQDORJRXV WR WKH DQDO\VLV
RI SUHFDXWLRQDU\ VDYLQJV ı/HODQGæ ￿￿￿￿￿￿ $FFRUGLQJ WR WKDWæ LQFUHDVHG XQFHUWDLQW\
OHDGV KRXVHKROGV WR VDYH PRUHæ EHFDXVH KLJKHU H[SHFWHG IXWXUH FRQVXPSWLRQ LV D ZD\
RI UHGXFLQJ WKH XWLOLW\ FRVW RI YDULDWLRQV LQ FRQVXPSWLRQ￿ ,Q D VLPLODU ZD\æ SROLF\
PDNHUV PD\ FKRRVH PRUH ODERXU￿PDUNHW UHIRUP WR ORZHU HTXLOLEULXP XQHPSOR\PHQW
ZKHQ PDFURHFRQRPLF LQVWDELOLW\ LQFUHDVHVæ VR DV WR UHGXFH WKH XWLOLW\ FRVW RI
HPSOR\PHQW YDULDWLRQV￿
7KH UHDVRQLQJ LV LOOXVWUDWHG LQ )LJXUH ￿￿æ ZKHUH WKH PDUJLQDO GLVXWLOLW\ WKDW WKH
JRYHUQPHQW DWWDFKHV WR XQHPSOR\PHQW KDV EHHQ GUDZQ￿ 7KH FUXFLDO DVVXPSWLRQ LV WKDW
PDUJLQDO GLVXWLOLW\ LV FRQYH[æ L￿H￿æ WKDW LW LQFUHDVHV PRUH UDSLGO\æ WKH ODUJHU WKH
GHYLDWLRQ RI XQHPSOR\PHQW IURP WKH JRYHUQPHQW'V XQHPSOR\PHQW WDUJHW ￿￿
ı7HFKQLFDOO\æ WKLV UHTXLUHV WKH WKLUG GHULYDWLYH RI WKH JRYHUQPHQW'V SUHIHUHQFH
ıGLVXWLOLW\￿ IXQFWLRQ WR EH SRVLWLYHæ MXVW DV WKH WKLUG GHULYDWLYH RI XWLOLW\ ZLWK UHVSHFW WR
FRQVXPSWLRQ PXVW EH SRVLWLYH LQ WKH WKHRU\ RI SUHFDXWLRQDU\ VDYLQJV￿￿ 7KLV LV D ZD\ RI
FDSWXULQJ D YHU\ VWURQJ GLVOLNH RI KLJK XQHPSOR\PHQW￿
ºº
ºº 2EYLRXVO\æ D FRQYHQWLRQDO TXDGUDWLF ORVV IXQFWLRQ ZLOO QRW GR WR JHQHUDWH WKH PDUJLQDO GLVXWLOLW\
IXQFWLRQ LQ )LJXUH ￿￿￿ $ VLPSOH JRYHUQPHQW GLVXWLOLW\ IXQFWLRQ ZLWK WKH GHVLUHG SURSHUWLHV ZRXOG EHŒ￿
FXUUHQF\ ZLOO LQFUHDVH FRPSHWLWLRQ DQG HFRQRPLF LQWHJUDWLRQ￿ 3URGXFW GHPDQG ZLOO
EHFRPH PRUH VHQVLWLYH WR SULFH GLIIHUHQWLDOV EHWZHHQ GLIIHUHQW FRXQWULHV DQG ILUPV'
ORFDWLRQ GHFLVLRQV PRUH UHVSRQVLYH WR UHODWLYH ODERXU FRVWV ı%HDQæ ￿￿￿￿￿ *URV ￿
7K\JHVHQæ ￿￿￿￿￿￿ 7KLV ZLOO LQFUHDVH SUHVVXUH RQ JRYHUQPHQWV WR LPSOHPHQW ODERXU￿
PDUNHW UHIRUP WKDW ORZHUV UHDO ODERXU FRVWV￿ 6LPLODUO\æ LQFUHDVHG SURGXFW DQG ODERXU
GHPDQG HODVWLFLWLHV FUHDWH DQ LQFHQWLYH IRU ZDJH VHWWHUV WR RSW IRU ORZHU UHDO ZDJHV DW
JLYHQ UHIRUP OHYHOV￿
7KH DERYH DUJXPHQWV DUH TXDOLWDWLYHO\ FRUUHFW￿ %XW LW UHPDLQV XQFOHDU KRZ
TXDQWLWLDWLYHO\ LPSRUWDQW D FRPPRQ FXUUHQF\ LV WR LQFUHDVH FRPSHWLWLRQ DQG
LQWHJUDWLRQ UHODWLYH WR WKH GHYHORSPHQW WKDW LV DOUHDG\ RFFXUULQJ DOVR ZLWKRXW WKH
(08￿
,Q VXPæ P\ GLVFXVVLRQ GRHV QRW OHDG WR D FOHDU￿FXW FRQFOXVLRQ RQ WKH OLNHO\ QHW HIIHFW
RI PRQHWDU\ XQLRQ RQ VWUXFWXUDO XQHPSOR\PHQW￿ 6WDQGDUG DUJXPHQWV DERXW WKH OLQN
EHWZHHQ PRQHWDU\ SROLF\ DQG ODERXU￿PDUNHW UHIRUP DSSHDU ORJLFDOO\ IODZHG￿ 7KH
ORJLFDOO\ FRQVLVWHQW DUJXPHQWV JR LQ GLIIHUHQW GLUHFWLRQV DQG DUH DOO VXEMHFW WR YDULRXV
REMHFWLRQV￿ 6R WKHUH LV QR FOHDU SUHVXPSWLRQ KRZ WKH (08 LV OLNHO\ WR DIIHFW VWUXFWXUDO
XQHPSOR\PHQW￿ 2WKHU GHWHUPLQDQWV RI WKH SROLWLFDO IHDVLELOLW\ RI ODERXU￿PDUNHW UHIRUPæ
VXFK DV WKH FRPSUHKHQVLYHQHVV RI D UHIRUP SDFNDJHæ WKH WLPLQJ RI PHDVXUHVæ WKH
GHWHUPLQHGQHVV RI D JRYHUQPHQW DQG LWV JHQHUDO SROLWLFDO VXSSRUW DUH OLNHO\ WR EH PXFK
PRUH LPSRUWDQW￿
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2Q RQH KDQGæ WKH 86 LV DQ H[DPSOH RI D FXUUHQF\ XQLRQ ZLWK ODERXU￿PDUNHW
LQVWLWXWLRQV WKDW DUH FRQGXFLYH WR ORZ HTXLOLEULXP XQHPSOR\PHQW￿ 2Q WKH RWKHU KDQGæ
WKH VWURQJ (50 OLQNDJHV RI FRXQWULHV OLNH )UDQFH DQG %HOJLXP GR QRW VHHP WR KDYH
KHOSHG SURPRWH FRPSUHKHQVLYH ODERXU￿PDUNHW UHIRUP LQ WKHVH FRXQWULHVæ DOWKRXJK WKH
1HWKHUODQGVæ DQG SRVVLEO\ DOVR ’HQPDUNæ FRXOG EH VHHQ DV H[DPSOHV ZKHUH WKLV PD\ WR
VRPH H[WHQW KDYH RFFXUUHG ı(OPHVNRY HW DO￿æ ￿￿￿￿￿￿ 7KH PRVW IDU￿UHDFKLQJ ODERXU￿
PDUNHW UHIRUP LQ UHFHQW \HDUV KDYH EHHQ PDGH LQ WKH 8. DQG 1HZ =HDODQG ZLWKRXW
SUHVVXUHV IURP H[WHUQDO FXUUHQF\ DUUDQJHPHQWVæ EXW ZLWKLQ VWULFW ORZ￿LQIODWLRQ UHJLPHV
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$VVXPH WKDW WKHUH LV D JLYHQ HTXLOLEULXP ıDYHUDJH￿ UDWH RI XQHPSOR\PHQWæ X
￿æ DURXQG
ZKLFK F\FOLFDO IOXFWXDWLRQV RFFXU￿ 2XWVLGH WKH (08æ ZKHQ GRPHVWLF PRQHWDU\ SROLF\
FDQ EH XVHG WR VWDELOLVH DV\PPHWULF VKRFNVæ DFWXDO XQHPSOR\PHQW LV HLWKHU X￿ RU Xº
GHSHQGLQJ RQ ZKHWKHU WKHUH DUH SRVLWLYH RU QHJDWLYH VKRFNV ıERWK RFFXUULQJ ZLWK
SUREDELOLW\ ￿￿Ł￿￿
ºŒ +HQFH WKH H[SHFWHG PDUJLQDO GLVXWLOLW\ RI HTXLOLEULXP ıDYHUDJH￿
XQHPSOR\PHQW X
￿ LV ($￿ :LWK PHPEHUVKLS LQ WKH (08æ DV\PPHWULF VKRFNV FDQ QR
ORQJHU EH VWDELOLVHG DQG XQHPSOR\PHQW YDULDWLRQV DURXQG WKH JLYHQ HTXLOLEULXP OHYHO
DUH WKHUHIRUH ODUJHUª XQHPSOR\PHQW EHFRPHV HLWKHU XŒ RU XØ ıDJDLQ ERWK ZLWK
SUREDELOLW\ ￿￿Ł￿￿ 7KHQ WKH H[SHFWHG PDUJLQDO GLVXWLOLW\ RI HTXLOLEULXP XQHPSOR\PHQW
X
￿ LQFUHDVHV WR (%￿ $ ODUJHU H[SHFWHG PDUJLQDO GLVXWLOLW\ RI HTXLOLEULXP
XQHPSOR\PHQW PHDQV DOVR D ODUJHU H[SHFWHG PDUJLQDO JDLQ IURP UHIRUP WKDW UHGXFHV
HTXLOLEULXP XQHPSOR\PHQW￿ 7KLV ODUJHU JDLQ VKRXOG EH VHW DJDLQVW WKH SROLWLFDO FRVW RI
UHIRUP￿ ,W IROORZV WKDW WKH LQFHQWLYH IRU UHIRUP EHFRPHV VWURQJHU LQVLGH WKH (08 WKDQ
RXWVLGH￿
ºØ
Ø￿Ø￿ 7KH QHW HIIHFW RI (08 RQ HTXLOLEULXP XQHPSOR\PHQW
0RVW RWKHU DUJXPHQWV UHJDUGLQJ WKH HIIHFW RI WKH (08 RQ HTXLOLEULXP XQHPSOR\PHQW
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PRUH FRPSOH[ ZLWK VXFK D ELDVæ LI WKH PDUJLQDO GLVXWLOLW\ RI LQIODWLRQ LV DOVR DVVXPHG WR EH FRQYH[￿ 7KH
UHDVRQ LV WKDW ORZHU HTXLOLEULXP XQHPSOR\PHQW UHGXFHV WKH LQIODWLRQ ELDV RXWVLGH WKH (08 ıVHH IRRWQRWH
ºº￿￿ +HQFHæ LQ WKLV FDVH WKHUH LV DQ H[WUD LQFHQWLYH RXWVLGH WKH (08 IRU QDWLRQDO ODERXU￿PDUNHW UHIRUP
WR UHGXFH WKH ıH[SHFWHG￿ UDWH RI LQIODWLRQ DQG WKXV DOVR WKH XWLOLW\ FRVWV RI YDULDWLRQV LQ LQIODWLRQ￿ 1RWH
DOVR WKDW LI UHIRUP FRXOG EH FR￿RUGLQDWHG DPRQJ WKH (08 PHPEHU VWDWHVæ WKHQ WKH SUHFDXWLRQDU\
DUJXPHQW IRU PRUH UHIRUP LQVLGH WKDQ RXWVLGH WKH (08 WR UHGXFH WKH XWLOLW\ FRVW RI HPSOR\PHQW
YDULDWLRQV ZRXOG VWLOO KROG￿ ı%XW WKHUH ZRXOG DOVR EH DQ HIIHFW ZRUNLQJ LQ WKH RSSRVLWH GLUHFWLRQæ LI WKH
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PRQHWDU\ SROLF\ RXWVLGH WKH (08æ EHFDXVH WKH DJJUHJDWH VKRFNV LQ WKH (08 DUHD ZLOO EH VPDOOHU WKDQ
WKH QDWLRQDO RQHV WR WKH H[WHQW WKDW FRXQWU\￿VSHFLILF VKRFNV FDQFHO RXW￿￿Œ￿
FXUUHQF\ ZLOO LQFUHDVH FRPSHWLWLRQ DQG HFRQRPLF LQWHJUDWLRQ￿ 3URGXFW GHPDQG ZLOO
EHFRPH PRUH VHQVLWLYH WR SULFH GLIIHUHQWLDOV EHWZHHQ GLIIHUHQW FRXQWULHV DQG ILUPV'
ORFDWLRQ GHFLVLRQV PRUH UHVSRQVLYH WR UHODWLYH ODERXU FRVWV ı%HDQæ ￿￿￿￿￿ *URV ￿
7K\JHVHQæ ￿￿￿￿￿￿ 7KLV ZLOO LQFUHDVH SUHVVXUH RQ JRYHUQPHQWV WR LPSOHPHQW ODERXU￿
PDUNHW UHIRUP WKDW ORZHUV UHDO ODERXU FRVWV￿ 6LPLODUO\æ LQFUHDVHG SURGXFW DQG ODERXU
GHPDQG HODVWLFLWLHV FUHDWH DQ LQFHQWLYH IRU ZDJH VHWWHUV WR RSW IRU ORZHU UHDO ZDJHV DW
JLYHQ UHIRUP OHYHOV￿
7KH DERYH DUJXPHQWV DUH TXDOLWDWLYHO\ FRUUHFW￿ %XW LW UHPDLQV XQFOHDU KRZ
TXDQWLWLDWLYHO\ LPSRUWDQW D FRPPRQ FXUUHQF\ LV WR LQFUHDVH FRPSHWLWLRQ DQG
LQWHJUDWLRQ UHODWLYH WR WKH GHYHORSPHQW WKDW LV DOUHDG\ RFFXUULQJ DOVR ZLWKRXW WKH
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,Q VXPæ P\ GLVFXVVLRQ GRHV QRW OHDG WR D FOHDU￿FXW FRQFOXVLRQ RQ WKH OLNHO\ QHW HIIHFW
RI PRQHWDU\ XQLRQ RQ VWUXFWXUDO XQHPSOR\PHQW￿ 6WDQGDUG DUJXPHQWV DERXW WKH OLQN
EHWZHHQ PRQHWDU\ SROLF\ DQG ODERXU￿PDUNHW UHIRUP DSSHDU ORJLFDOO\ IODZHG￿ 7KH
ORJLFDOO\ FRQVLVWHQW DUJXPHQWV JR LQ GLIIHUHQW GLUHFWLRQV DQG DUH DOO VXEMHFW WR YDULRXV
REMHFWLRQV￿ 6R WKHUH LV QR FOHDU SUHVXPSWLRQ KRZ WKH (08 LV OLNHO\ WR DIIHFW VWUXFWXUDO
XQHPSOR\PHQW￿ 2WKHU GHWHUPLQDQWV RI WKH SROLWLFDO IHDVLELOLW\ RI ODERXU￿PDUNHW UHIRUPæ
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KHOSHG SURPRWH FRPSUHKHQVLYH ODERXU￿PDUNHW UHIRUP LQ WKHVH FRXQWULHVæ DOWKRXJK WKH
1HWKHUODQGVæ DQG SRVVLEO\ DOVR ’HQPDUNæ FRXOG EH VHHQ DV H[DPSOHV ZKHUH WKLV PD\ WR
VRPH H[WHQW KDYH RFFXUUHG ı(OPHVNRY HW DO￿æ ￿￿￿￿￿￿ 7KH PRVW IDU￿UHDFKLQJ ODERXU￿
PDUNHW UHIRUP LQ UHFHQW \HDUV KDYH EHHQ PDGH LQ WKH 8. DQG 1HZ =HDODQG ZLWKRXW
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Ł￿ &RQFOXVLRQV
0\ GLVFXVVLRQ OHDGV WR WKH IROORZLQJ ILYH FRQFOXVLRQV￿
ı￿￿ $OWKRXJK DQ LQIODWLRQ￿WDUJHW UHJLPHæ DV UHFHQWO\ DGRSWHG E\ WKH 8. DQG 6ZHGHQæ
LPSRVHV FRQVWUDLQWV RQ WKH PRQHWDU\ SROLF\ RI DQ (8 FRXQWU\ QRW SDUWLFLSDWLQJ LQ
WKH (08 ıDQ RXW￿æ LW VWLOO OHDYHV FRQVLGHUDEOH VFRSH IRU VWDELOLVDWLRQ SROLF\ LQ WKH
HYHQW RI FRXQWU\￿VSHFLILF GHPDQG VKRFNVæ SURYLGHG WKDW WKHUH LV VRPH IOH[LELOLW\ RI
QRPLQDO SULFHV DQG ZDJHV￿
ıº￿ ,W DSSHDUV XQOLNHO\ WKDW H[WHUQDO SUHVVXUHV IURP WKH (08 FRXQWULHV ıWKH LQV￿ ZRXOG
DFW DV D VHYHUH FRQVWUDLQW RQ WKH PRQHWDU\ SROLF\ RI WKH RXWV LQ WKH FDVH RI PDMRU
PDFURHFRQRPLF VKRFNV￿
ıŒ￿ $ SRVVLEOH VXEVWLWXWH IRU H[FKDQJH￿UDWH FKDQJHV LQVLGH WKH (08æ ZKLFK KDV QRW
UHFHLYHG HQRXJK DWWHQWLRQæ LV WR XVH ILVFDO SROLF\ IRU H[SHQGLWXUH￿VZLWFKLQJ
SXUSRVHV￿ 7KH UHDO H[FKDQJH UDWH FDQ EH FKDQJHG WKURXJK YDULDWLRQV LQ SD\UROO
WD[HV￿ 7KLV ZLOO QRW DIIHFW WKH ILVFDO EDODQFH ⁄ DQG WKXV QRW FRQIOLFW ZLWK WKH (08
ILVFDO UXOHV ￿ DV ORQJ DV FRPSHQVDWLQJ YDULDWLRQV DUH PDGH LQ RWKHU WD[HV RU LQ
JRYHUQPHQW H[SHQGLWXUHV￿ %XW EHFDXVH RI WKH SROLWLFDO LQHUWLD DVVRFLDWHG ZLWK
ILVFDO￿SROLF\ GHFLVLRQVæ VXFK LQWHUQDO H[FKDQJH￿UDWH FKDQJHV DUH OLNHO\ RQO\ WR EH
DQ LPSHUIHFW VXEVWLWXWH IRU DQ LQGHSHQGHQW PRQHWDU\ SROLF\￿
ıØ￿ 7KH XQVDWLVIDFWRU\ VWDWH RI NQRZOHGJH UHJDUGLQJ WKH FDXVHV RI PRQH\￿ZDJH ULJLGLW\
PDNHV LW GLIILFXOW WR SUHGLFW WR ZKLFK H[WHQW (08 PHPEHUVKLS ZLOO FRQWULEXWH WR
PRUH PRQH\ ZDJH IOH[LELOLW\￿ %RWK WKHRUHWLFDO UHDVRQLQJ DQG HPSLULFDO
H[SHULHQFHV ZRXOG VHHP WR ZDUQ DJDLQVW WRR JUHDW RSWLPLVP￿ ,W LV HYHQ SRVVLEOH
WKDW WKH UHGXFWLRQV LQ LQIODWLRQ UDWHV WKDW KDYH UHFHQWO\ RFFXUUHG ZLOO PDNH PRQH\
ZDJHV PRUH ULJLG WKDQ LQ WKH SDVW￿
ıŁ￿ 7KHUH LV JHQHUDO XQFHUWDLQW\ RQ KRZ WKH (08 PD\ DIIHFW WKH SROLWLFDO LQFHQWLYHV
IRU ODERXU￿PDUNHW UHIRUP WR UHGXFH VWUXFWXUDO XQHPSOR\PHQW￿ 7KH IRON WKHRUHP LQ
SROLF\ FLUFOHV WKDW HOLPLQDWLRQ RI WKH H[FKDQJH￿UDWH RSWLRQ LV ERXQG WR VWUHQJWKHQØ￿
WKH LQFHQWLYH IRU PRUH SDLQIXO DGMXVWPHQWV WR VROYH WKH XQHPSOR\PHQW SUREOHP LV
QRW YLQGLFDWHG E\ HFRQRPLF DQDO\VLV￿ ,QVWHDGæ RQH FDQ SRLQW WR IDFWRUV WKDW ZRUN LQ
GLIIHUHQW GLUHFWLRQV￿ ,W LV TXLWH OLNHO\ WKDW WKH (08 ZLOO QRW KDYH DQ\ PDMRU LPSDFW
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’\QDPLFV RI 9RWLQJ'æ -RXUQDO RI 3XEOLF (FRQRPLFVæ Œ￿￿The response of the economy to a recessionary shock under different monetary policies
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Flexible inflation targeting
Figure 3. Exports























































Figure 7. Increases in hourly earnings in manufacturing in 
Belgium, the Netherlands, and Germany.  
Figure 8. Increases in hourly earnings in manufacturing in 
France, Austria, and Germany. 
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